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NATLONAL POLICY AND ISSUES 


ECONOMIC JOURNAL ON NATIONAL INCOME 


HK110944 Beijing JINGJI YANJIU [ECONOMIC RESEARCH] in Chinese No 2, 20 Feb 81 
pp 46-52 


[Article by Yue Wei [1471 1550] of the State Planning Commission: "On the Questions 
of Production, Distribution and Utilization of the National Income" ] 


[Text] When observing the overall movement of the national economy and analyzing 
proportional relationships in the economy, no other economic indicator can be 
clearer and more comprehensive than the national income. Whether in the study 

of the economic development level and the state of national capability or the 
study of the relationship between production, on the one hand, and construction, 
accumulation and consumption, on the other, and whether in the analysis of financial 
and credit balance or in the analysis of the problem of balance in market supply 
and demand, if we do not undertake an integrated study by analyzing the production, 
distribution and utilization of the national income and by taking the process of 
social reproduction as a whole, it will not be easy to grasp the true picture and 
come to a relatively systematic and comprehensive understanding from the complex 
and intertwined economic phenomena. 


In order to study the level of national economic development, some bourgeois 
economists put forth and investigated concepts such as "gross national product" 
and “national income.’ Basing himself on the results of the studies of his fore- 
runners, Marx formlated the theory of social reproduction and scientifically 
explained the questions of national income, accumulation and consumption through 
this theory. The appearance of such economic concepts widened the people's horizon 
in observing economic phenomena and these concepts have become indispensable tools 
in economic management in modern states. They are therefore receiving increasingly 
important attention in various countries of the world. In our socialist country's 
planned economy, it is even more necessary to use the concept of national income 
to engage in macroeconomic analysis in order to strengthen the overall balance of 
the national economy. 


I 


National income is also called national earnings. It refers to the amount of 
newly produced material wealth or newly created values in a country during a 
specific period of time. It is the sum total of expendable and usable materials 
in a country at a given time. Annual production of national income in a country 
comprehensively reflects the development level of production in the entire society 











and the economic capability of the country. Planning for consumption and accumula~ 
tion and allocating funds for economic development, culture, education, science, 
medicine and health, national defense, administration and management, foreign aid 
and others all have to depend on total national income. This limit must not be 
indiscriminately exceeded, 


To develop the national economy, gradually achieve socialist modernization and 
satisfy the people's constantly growing material and cultural needs, we musc 

attach importance to increase the national income and strive to create more material 
wealth. For a time, people used the overall output of certain products or certain 
sectors to indicate the level and rate of development of production. This index 
can only indicate the producticn situation in one sector or department. It cannot 
comprehensively indicate the overall social production scale, nor can it accurately 
indicate the economic results of increasing production and practicing economy. 

If we judge the development rate of social production by merely looking at the 
increase in production output and production value, some false impressions which 
are harmful to the balance of the national economy might be created. If during 
certain periods, one-sided emphasis is placed on the cra.h production of a certain 
key product or high rate of increase of its production is aimed at without 
considering the costs and consumption involved, on the surface, the accomplishment 
might be great. However, by doing this, social production will not develop 
proportionally and comprehensively, there will be an increase in the consumption 

of means of production and the increase of newly created material wealth will be 
slow. Such a situation would be disadvantageous for doing a better job to satisfy 
the people's material and cultural needs. 


o increase national income as fast as possib’«, we must put all strong points 

into play, tap all potential and comprehensively develop social production. 
National income is jointly created by all sectors of material production. It is 
the sum total of net production output of all sectors. (Industry, agriculture and 
the construction sector are involved with the production of concrete materials. 
Although communication, transportation, commerce and other sectors are not directly 
involved with the creation of material objects, they are responsible for the 
extension of material production in the process of circulation and the increase 

and realization of certain values in the products’ transport and marketing 
activities.) In 1979, the sectoral structure of or national income was: 

industry 45.9 percent; agriculture 38.8 percent; communication and transportation 
3.6 percent and commerce 7.9 percent. Compared with other countries of the world, 
agriculture carried great weight in the national income, while construction, 
communication and transportation and commerce constituted only a small proportion. 
According to the peculiarities of our country, in order to increase national income 
faster and better satisfy social needs, while continuing to develop industrial 
production, we must attach special importance to developing agricultural produc- 
tion. Since the founding of the People's Republic, the growth rate of various 
production sectors in our country has been relatively high. However, the develop- 
ment of agricultura’ production has been relatively slow and the net production value 
of agriculture has carried heavy weight. (Further, considering the net production 
value of light industry, which derives its raw materials from agricultural products, 
and considering the increased value realized by agricultural products and manufac- 
tured goods made from them in the process of circulation, then almost 70 percent 

of the entire national income directly or indireccly comes from agriculture.) 

fhe growth rate of agricultural production 4: atly affects the growth of the 
entire national income. Thus, to really strengthen agriculture, to seriously 











implement rural economic policy, to popularize agricultural science and technology, 
to actively engage in diversified economy and to tap the great potentiale hidden 

in agriculture will have great significance for a faster growth of the entire 
national income. While developing agricultural production, we must aleo speed 

up Lhe development of the construction sector, the communication and transportation 
sector and commerce. Within individual departments, channele of production musc 

be widely opened up and diversified undertakings must be engaged in to strive to 
increase the creation of material wealth. 


In order to increase national income as fast as possible, the principle of giving 
the same emphasis to increasing production and practicing economy must be imple- 
mented. We must vigorous), economize on the consumption of means of production 

on the premise of constant!y improving the products’ variety and quality. The 

gross production output of various sectors expressed in monetary terms is the gross 
production value. Subtracting material consumption from the gross production 
value~-meaning subtracting what is often referred to as the overlapping computations-~- 
one arrives at the net production value. Generally speaking, the higher the quality 
of products, the higher the output, and the less the consumption, the higher the 

net production value and the more the national income. At present, the proportion 
of material consumption in the gross industrial and agricultural production value 

in our country is about 65 percent for industry and about 31 percent for agriculture. 
According to the present method of computation, we take each enterprise as an 
accounting unit in computing gross industrial production in order to show the net 
result of enterprise production. In this manner, not only are agricultural products 
consumed hy enterprises included in the computation of gross industrial production 
value, but the same ie also true for raw materials, spare parts, fuel and energy 
supplied by enterprises to each other, thus resulting in many overlapping computa- 
tions. With the development of social division of labor and specialization, the 
number of enterprises continues to increase and this also adds to the factors 
leading to overlapping computations. Thus, we must not only limit ourselves to 
using gross production value to indicate production growth rate, but must simul- 
‘aneously use gross and net production values as indices and gradually use net 
production value as a main indicator to observe the rate of production growth and 
economic results. In the past few years, due to the weakening of administration 
and management and the slow progress of technological innovations, consumption in 
quite a number of enterprises increased greatly. Although the growth rate of 

gross production value in these enterprises was relatively high, the same cannot 

be said for net production value growth rate. At present, among the key consump- 
tion quotas of the industrial sector, many are still unable to achieve the best 
record in history. This shows that there is still great potential for grasping 

the consolidation of enterprises well, for strengthening administration and manage- 
ment and for increasing national income. We must create more national income with 
a fixed consumption of the means of production. 








It must be pointed out that the pursuit ot high production targets is not beneficial 
to really increasing the national income and to increasing material wealth which 
are of utility value. If the higher organs set down high production targets and 
force the enterprises to onesidedly increase production value and output without 
minding the consumption of materials and production costs involved and without 
giving thought tc social needs and product quality and variety, a false increase 

of gross production value will result. If products produced by enterprises are 

of low quality and the varieties do not meet demands, then when the commercial and 











commodities departments procure them, stockpiles are created, Consequently, the 
value of products is not realized. Although these products are included in the 
computation of gross and net production values and contribute to the state's 
finances in the form of enterprise profite and taxes, they atill adversely affect 
the balance between social production and demands to a certain degree because they 
are not able to meet actual needs. Therefore, it is only by eliminating the 
influence of “leftist” thinking in economic work, establishing the workatyle of 
seeking truth from facts and truly attaching importance to economic results that 
we can contribute to the overall economic balance and the etability of the national 
economy. 


II 


After the national income is produced, initial distribution occurs within the 
production units. Redistribution in the whole society comes later and thus various 
forme ot capital are created. The distribution of national in*ome is a complex 
question with great policy implications which bears on the correct handling of 

the interests of the state, the enterprises and the indi idual, on taking care of 
both the ‘ong term and immediate interests of the people and on satisfying the 
various needs of economic and social developmrent. 


Under the conditions wherein commodity and monetary relations exist, national 
income moves in the forme of material objects and values. The so-called material 
form of national income refers to all material commodities with utility values 
which it embraces, including agricultural and light industrial products as well as 
eavy industrial and construction products. In short, they are classified, 
ccording to their functions, into two major ategories: means of production and 
consumer goods. The so-called national income in the form of values refers t» the 
distributable income newly created by the activities of various sectors. It 
engages in activities and is transferred in the form of money, forming the monetary 
‘ncome of various sectors (including the nonproductive sectors) and various social 
groups. Furthermore, through the exchange of money for commodities, it acquires 
corresponding material commodities and is turned into consumption or accumlation. 


When organizing the distribution of national income, socialist countries must pay 
attention to the relationship between the movement of values and the movement of 
material objects in order to gurantee that all needs backed by sufficient buying 
power can be met by corresponding amounts of commodities. This is a necessary 
condition to insure the proportional development of the national economy and to 
maintain the basic stability of the value of money and of commodity prices. The 
workers’ compensation for their labor and the net income of enterprises, that is, 
the necessary products and the surplus products, formed during the initial distri- 
bution of national income, form a very basic relationship in distribution. The 
former is the basis of the people's consumption fund while the latte: is the basic 
source of accumulation funds and social consumption funds. Thus, when determining 
the initial distribution of national income and adjusting workers’ wages while 
increasing the peasantrc' income, we must make cor~?sponding arrangements for 
consumer goods production in order to maintain the balance between the people's 
buying power and the supply of commodities. For a time in the past, due to the 
irrational ratio between agriculture and light and heavy industry, there was a 
slow growth rate of consumer goods products. T-«vitably, this affected the increase 
of the workers’ compensation and the relati...«vips involved in the initial distri- 
bution of national income. If the income of workers in both urban and rural areas 














is determined without taking into consideration the sources of consumer goods, 

the people's buying power will surpass the supply of commodities, resulting in 

price increases in the market. In the end, that part of the buying power which 
surpasses the supply of commodities is not realized, 


Price is one of the important levers in the distribution of national income, We 
must constantly adjust unreasonable prices in accordance with changes taking place 
in labor productivity in order to make prices beneficial to efforts at paying equal 
attention to the economic interests of various sectors. When commodity prices in 
various sectors and enterprises run counter to actual value, this also results in 
the transfer of national income among various sectors and enterprises. For many 
years, the state has amassed a part of national income from agriculture in the 
process of exchange between industrial and agricultural products by using price 

as 4 lever. With the development and growth of socialist industry, there is a 

need to gradually adjust prices of industrial and agricultural products in order 

to narrow the “price scissor." That is to say, the state's capital accumulation 
should rely more and more on industry and the burden placed on agriculture should 
be gradually reduced to benefit expanded agricultural reproduction. However, due 
to the fact that for a long time we put onesided stress on developing heavy industry 
and maintained a very high accumulation rate, we were not able to adjust prices 

of industrial and agricultural products in time. Consequently, agricultural 
products were unreasonably priced. In 1979, procurement prices for grain and other 
major agricultural products was raised by a large margin, enabling the peasants to 
gain a substantial amount of additional income in the exchange of industrial and 
agricultural products. The commune members’ livelihood \ as improved and collective 
accumulation was increased. In order to maintain stability of retail prices of 
grain and other agricultural products, state financial departments subsidized the 
losses incurred by the commercial departments due to the price changes. At the 
same time, after retail prices of certain non-staple food was raised, the state 
also paid out certain amounts of allowances to the workers. This was a major 
adjustment in the distribution of national income between the state and the peasants. 
It was also a repayment for the debt incurred in the relative pricing of industrial 
and agricultural products. It was beneficial for mobilizing enthusiasm for produc- 
tion among the broad masses of peasants, for accelerating the development of 
agricultural production and for further consolidating the worker-peasant alliance. 


Whatever form we employ for the distribution and redistribution of national income, 
we must firmly grasp the following principle: the total demand for the distribution 
of national income at a given time must be controlled within the limit of the total 
of supply of national income which is newly created. Distribution must not be 
undertaken in excess of the total supply of national income. That is to say, the 
sum of various forms of capital should not exceed total national income. Except 

in certain years when there is a favorable balance in foreign trade--when the sum 
of various forms of capital can be equal to the national income produced plus the 
favorable foreign trade balance--in normal years, distribution must only be conducted 
within the limits of total national income. Doing a good job in bringing about 

an overall balance in the national income in terms of values is an important 
requirement for organizing the balance of national income in terms of material 
objects and for insuring the balance between social production and demand. Of 
course, viewed from the movement of social reproduction, national income in ma‘ erial 
form is basic while national income in the form of values is a derivative. Howcver, 
values also have their relative independent existence and they are reaction tr the 














material forn. On the one hand, the material structure of national income (mainly 
the proportional relationship between the two major categories of material objects 
involved in social production) determines the basic direction of the distribution 
of mational income in the form of values; on the other hand, distribution in the 
form of values also regulates the final use of national income to a certain degree 
and promotes changes in the material structure of the national income, 


Some comrades believe that in the past 2 years, the sum of accumulation and consump- 
tion in the whole country excee.ed the national income and this has resulted in 
a new disequilibrium in the national economy. Such a view is inaccurate. It is 
confused concerning the relationship between the forms of movement of the national 
income as well as the movement processes of distribution and utilization. In 
general, when we talk of accumulation and consumption, we refer to material products 
in their concrete form. Obviously, only consumer goods can be used for consumption 
and only means of production and consumer goods can be used for productive and 
non=-productive accumulation, Both consumer goods and some means of production 
are material products produced at a given time and are expressed in the form of 
newly created national income. Things that have not beer produced cannot be 
consumed or accumulated. Therefore, that view which holds that accumulation and 
consumption can exceed national income poses a situation which does not actually 
exist under normal conditions when there is no favorable foreign trade balance. 

it has been mentioned above that the distribution of national income is a relatively 
independent movement process. It is separated from the production process and is 
different from the utilization process (that is, accumulation and consumption). 
Secause distribution moves through values and is expressed in the form of income 

nd expenditure of various currencies, if we do not pay attention to overall 

ilance, the lack of balance between currency income and expenditure and the lack 
»f correlation between the values and the material form might appear. In the 
past 2 years, in the course of the national economic readjustment, we took steps 
to solve some problems in the people's livelihood. That was very necessary. 
owever, while increasing the monetary income of urban and rural residents, we 
failed to correspondingly retrench capital construction investment and exercise 
effective control over some expenses in social consumption. Thus, the sum of 
various appropriations in the distribution or the total demand apparently increased 
to an extent exceeding the actual production level of national income. That is to 
say, an imbalance occured in the distribution of national income in the form of 
values and this was concretely manifested in the form of imbalance in financial 
and credit income and expenditure. Such a distribution which had appropriations 
exceeding income cannot be fully realized in the exchange process. It could not 
actually bring about any increase in the utilization of the national income in 
its material form, that is, in the total accumulation and consumption, br. only 
affected the relationship between accumulation and consumption and the snooth 
realization of the original distribution plan. 
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State finance and bank credit are two important tc 18 in the redistribution of 
national income. They have far-reaching influence o-rer the whole process of 
distribution. We must skillfully handle the relationship between financial balance 
and credit balance on the one hand and the economy on the other. 














Some comrades do not attach enough importance to the balance of revenue and 
expenditures, They think that a little deficit is nothing serious and that balance 
can be achieved by obtaining credit from banks, Other comrades also suggested 
that when there ie an imbalance in the state income and expenditures or when there 
are deficite, a part of the financial expenditures should be shifted to banks, 

in that way, deficite can be eliminated. Both views involve the question of how 
to correctly deal with the role of finance and credit in the distribution of 
hational income, 


On the part of finance: it engages in the redistribution of national income with 
the state ae the prince .4l] entity. The balance of revenue and expenditure deter- 
mines the balance in the distribution of national income to a very large extent. 
State finance amasses national income in the form of vali.es. It is basically 
surplus product values and ie used to fill the needs of socialist accumulation and 
so-ial public consumption. These eurplus product values are determined according 
to the state's financial and taxation policies, according to the needs and possi- 
bilities and on the basis of the development of production. Thus if these values 
are amaseed rationally and distributed suitably, they can exercise positive 
influence on the whole process of distribution of national income. A balance of 
revenue and expenditure or a emall surplus indicates that the national income in 
the form of val es controlled by the state basically corresponds to the demand for 
national income planned by the state and that social material reserve has been 
replenished. This is an important guarantee for the national economy to develop 
in a planned and balanced manner and it is a necessary indicator of economic 
stability. 


State finance participates in the redistribution of national income, it does not 
do so in isolation. It comes into close contact with other forme of distribution. 
Financial revenue and wages, prices and enterprise profit retention serve as 
checks on each other and affect each other's decline and growth. In its initial 
distribution, national income is divided into workers’ wages and enterprise net 
income. For enterprisee under the ownership of the whole people, the rate of wage 
increase for workers and the amoutn of enterprise profit retention have a direct 
bearing on the degree of concentration of revenue income. In the case of rural 
collective economy, the ratio of income distribution is freely set by the commnes 
and brigades according to the situation of production; *he agricultural tax rate 
is relatively low and is not increased even when there is an increase in produc- 
t.on. Thus, changes in procurement prices for agricultural products are also 
closely related to the deg ee of concentration of revenue income. Therefore, 
revenue must take into co wideration the interests of the state, the enterprise and 
the individual. On the »asis of the development of production and an increased 
labor productivity and under the conditions wherein the gradual increase of the 
workers’ wages is guaranteed and the prices of agricultural products is gradually 
rationalized, state revenue should be suitably increased. Only revenue increased 
in this manner is reasonable and realistic and only thus can it be beneficial to 
realizing a balance in the distribution of national income. If we do not take 
care of the interests of all three parties--state, enter:rise and individual-- 

do not take into consideration the mutual relationship between the construction 
of the country and the people's livelihood and employ the means of prolonged 
suppression of wage increases and necessary price adjustments, such increase in 
revenue income will be unstable and shortlived. If expenditures are planned 

















according to this income, although financial balence can be achieved on the surface, 
it hides the imbalance in the distribution of national income in the whole society. 
This imbalance is bound to be exposed and will put economic work in a estate of 
passivity. 


Ae long as the income concentrated by finance corresponds with actual conditions, 
as long as finance concentrates what ought to be concentrated, leaves what ought 
not to be concentrated to the enterprises and individuals, eliminates certain 
false elements, and on this basis, spende within the limit of income, does careful 
calculations before spending, emphasizes practical results and plane all items of 
expenditure, thie meane that the distribution of revenue funde hase material 
guarantees and is compatible with the existing level of national income. Only 
when there is a balance of revenue and expenditures can there be a balance of 
ecredite, and only such a situation is beneficial to a basic stability in the value 
of money and prices. 
Nn 

balance of credite is another ‘mportant aspect of a balanced distribution of 
national income, Bank credit ie different from financ fal budget while it is also 
connected with it. Through credi:, banks mobilize the temporarily idle capital in 
society, loan it to unite which need capital, participate in the redistribution of 
national income among various sectors and social groups, regulate the proportional 
relationship between accumulation and consumption and promote speedier turnover 
and economical utilization of capital. In order to achieve a balance of credit, 
there must be unified plans covering both financial capital and credit capital. 

“he two sectors must closely coordinate and avoid being disjointed and avoid 

jueezing each other out. In accordance with rogulations, the financial budget 

ets aside an annual credit fund to strengthen credit balance. Financial deposit 
if one source of bank credits. Therefore, the achievement of balance of revenues 
and expenditures or a financial surplus is an important guarantee for credit balance. 
\t the same time, the granting of bank credit in accordance with plane to support 
‘ye normal movement of the processes of production and circulation and the increase 
in the income of banks themselves also contribute to the balance of revenues and 
expenditures. If financial revenue and expenditure plans are deficient and 
expenditures exceed income, state finance might grab credit funds in various forms, 
cut down on additional appropriation of credit funds and affect credit balance. 

‘f even by eo doing state finance cannot achieve a balance, it has to borrow from 
banks to make up for financial deficits. This increases the banke' unfavorable 
balance and forces them to increase the issuance of currency. This portion of 
currency which is not backed up by the supply of commodities will lead to inflation, 
the devaluation of currency and soaring prices. 


When there is a financial deficit, can we transfer some items of expenditure 
originally included in the budget and shift the financial burden to the banks in 
order to reduce or eliminate the deficit as some comrades suggested’? This is a 
method which shifts the contradiction but whi.h does not really eliminate the 
iabalance in the distribution of national income. We mentioned above that revenue 
and expenditure must be balanced and that distribu. ion should never be beyond inccse. 
By the same token, credit must also be balanced and .he limit must not be indis- 
criminately exceeded. Under the situation of normal movement of production an 
circulation, bank credit funds play the role of regulating between deficiencies 

ond surpluses. They should be able to achie~ basic balance between the deposits 
ibsorbed and the loans given out. If we wilirully change the demarcation between 














financial capital and credit capital before the basic reform of the financial and 
credit management system is implemented and transfer those capitals properly under 
the jurisdiction of financial expenditures to bank expenditures, credit balance 
will be undermined, Credit imbalance inevitably leads to increased issuance of 
currency, which resulte in inflation. Thus we can see that the result of thie 
method is no different from financial deficit. 


Inflation, whether created by financial imbalance or credit imbalance, reflects 

the imbalance in the distribution of national income and will result in the move- 
ment of the national income in the form of values being divorced from the movement 
of the material form. Ae inflation worsens, surplus currency in the market strikes 
at all sectors. This automatically turns into a redistribution of national income 
and in the end, the deficit in the state's capital ie shifted onto the masses’ 
shoulders, bringing losses to the people. We know that the law of currency 
circulation requires that money supply ehould correspond to the amount of circulating 
commodities. If the circulation rate of currency remains constant, it is only 

when supply of commodities increases that there could be increased circulation of 
currency. Only in this manner can the value of money and commodities be maintained 
in their exchange process and only thus can circulation movement proceed normally 
and can the market remain stable. However, when there is a financial or credit 
deficit, money supply that the banks issued in excess of what is needed in commodity 
circulation is passed on to the workers and peasants when che banks pase it to 
industrial and commercial enterprises in the form of credits, and these enterprises 
in turn use it to pay workers’ wages and procure agricultural products. That is 

to say, that amount of capital that financial credit paid in excess turns into the 
people's buying power through money as a tool of redistribution. However, this 
portion of buying power is not backed by commodities, resulting in the situation 
wherein the people's needs backed by purchasing power exceeds the supply of 
commodities and this ‘n turn results in devaluation of money and pric. increases 

or price increases in a disguised form. Furthermore, if inflation worsens, it 

will affect the national economic plans and enterprises and economic accounting 

and create difficulties in our effort to use prices as a lever to engage in national 
economic management and enterprise management. In our readjustment of the national 
economy, we must overcome and prevent inflation. We must take firm measures to 
achieve financial and credit balance, leaving no loopholes and ineuring the 
rational distribution of the national income in a planned manner. 


IV 


After a series of distribution steps, national income is finally used in accumu- 
lation for expanded reproduction and in the whole people's consumption. Basic 
socialist economic law demands that we must better satisfy the people's growing 
material and cultural needs on the basis of constantly developing production. 
Consumption is the realization of material needs. It concretely realizes socialist 
production goals. Accumulation, on the other hand, is the means to achieve the 
end of developing production. However to dialectically handle the relationship 
between consumption and accumulation and between ends and means under the condition 
of limited national income remains an important task of socialist planned economy 
and is an important problem which must be properly resolved in the present readjust- 
ment of the national economy. 








The amount of national income to be used for accumulation and consumption is 
determined by the production situation of national income on the one hand and the 
reasonable Limite of the two on the other, That is to eay, if national income 
remains constant, the growth rate of total accumulation must not affect the minimum 
growth rate of coneumption, while the growth rate of total consumption should not 
aleo affect the miniwum growth rate of accumulation. We say that we met seek 
truth from facte and do things in accordance with our capability in whatever we 

do. In the case of the whole society, plane for national economic construction and 
the people's Livelihood and welfare must be within the “capability” of national 
power expressed in the form of national income. We can only make suitable and 
universally beneficial plane, exercise meticulous control and carefully make 
arrangements within the Limit of total national income already produced. If we do 
not take national power into consideration and make excessive appropriations for 
one sector, this sector will inevitably squeeze out another sector and delay 

the solution of some probleme which should be promptly solved, resulting in 
prolonged indebtedness of one sector. For many years, under the influence of 
“leftist” thinking, demands were too urgently made and targets were too high. 

We unsuitably expanded the scale of accumulation, waking it incompatible with the 
actual level of national income. The result was imbalance of the proportional 
relationships in the national economy, and we paid dearly for this. 


Socialist production goals dictate that accumulation ultimately serves consumption 
and that it provides the material basis for the development of production and the 
improvement of the people's livelihood. Therefore, we must suitably increase 
vceumulation under the premise of insuring the gradual increase in the people's 
neumption. Accumulation is the source of expanded reproduction. To develop 
cial production, we must have a certain amov.c of accumulation. However, 
cccumulation is not the only source of expanded reproduction. Under certain 
conditions, improving the utilization of existing production factors and raising 
the workers’ enthusiasm for production, cultural and technical level and labor skill 
'» also vigorously promote the development of production. If we onesidedly 
expand accumulation to the extent of adversely affecting the people's material 
and cultural life, as a result, expanded reproduction cannot also proceed smoothly. 


Investment in capital construction is an important means of reproduction of fixed 
seete. It greatly affects the overall scale of accumulation. Subtracting the 
iepreciation funds used to compensate for the simple reproduction of fixed assets 
from investment in fixed assets, one arrives at the amount of fixed asset accumu- 
lation in the national income. Capital construction is a material production 
activity. It is characterized by a long production cycle and enormous consumption 
of labor power and means of production. Thus, when determining capital construction 
projects and investment, we must not only seriously conduct feasibility studies 

from the microeconomic point of view, handle well the relationship between causc 

and effect and vertical and horizontal relationships and give cmphasis to econom.~ 
results in a down-to-earth manner. What is more important is that we must study 

the overall balance from the macroeconomic point of view, strictly control overall 
capital construction scale in accordance with the -xisting level of national income 
and human and material resources, strengthen plannine and management of investment 
in various sectors and prevent blind development and overstretching the construction 
front. In the readjust sent of the national economy, we must take the cutting down 
of the capital construction front as an importer’ link and stop or delay projects 
shich we are still incapable of launching or .ich are not urgently neede! after 

















conducting careful study, investigation and reorganization, including certain 
itema imported from abroad, in order to cut down to an adequate scale at one try. 


In the process of readjusting the national economy, we must also reform the 

internal atructu e of accumulation, handle well the proportional relationship 

between product!ve and non-productive accumulation and actively plan the construction 
of facilities related to the people's Livelihood and welfare and to science, 
education and cul.ure. Non-productive accumulation directly serves the improvement 
of the people s material and cultural life. It turns into the people's consumption 
and social ccasumption at a relatively fast rate. At the same time, we must also 
reorganize the accumulation of circulating capital, reduce stockpiling of commo- 
dities and speed up capital turnover. This is very necessary for increasing national 
income, for increasing commodity supply and for achieving financial and credit 
balance. 
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NATIONAL POLICY AND ISSUES 


MEASURED PACE OF REFORM OF ECONOMIC SYSTEM URGED 
Shanghai JIEFANG RIBAO in Chinese 16 Apr 81 p 4 


[Article by Xu Jing'an [1776 2529 1344): “Carry Out Reform of the Economic 
Syetem Steadily"] 


[Text] In the next few years, economic will have to be centered on readjustment. 
Should we carry out reform of the economic system during the readjustment’? How 
should we reform it? To answer these questions we should conscientiously sum up 
the achievements and problems of reform of the economic system in the last 2 
years, and should conscientiously study the relationship between readjustment and 
reform and the principles which should be followed in reforms. 


i. How Should We Evaluate the Reforms of the Last Two Years? 


Since the Third Plenary Session of the Eleventh Central Committee we have carried 
out some preliminary reforms of the economic system. Some comrades see only the 
problems and shortcomings of these reforms and deny that they have achieved any- 
thing, or even believe that the current economic difficulties were produced by 
them; other comrades take account only of the achievements and do not recogniz 
the problems and shortcomings, and are not studying what measures are needed t 
improve the reforms. These two attitudes are both incorrect. 


Firat, we should realize that the reforms have achieved excellent results: 


Before the reforms, the enterprises were subsidiaries of the administrative 

bodies at all levels and lacked the capability of independent action. After 
extensive experiments in enterprise autonomy, the enterprises gained partial 
operating and management powers and began to be economic units with a certain 
capability for independent action, which stimulated the enterprises’ and employees’ 
enthusiasm for developing production and improving operations and management . 


Sefore the reforms, the means of production and circulation of the means of pro- 
duction were generally subject to centralized all cation and state monopoly pur- 
chase and sale, circulation of goods was stagnating. and production and demand 
were out of balance. Now some of the means of production are put on the market 
as commodities, and circulation of many industrial consumables has begun to break 
out of the constraints of state monopoly purchs.e and sale, upply and demand 
have become more closely connected, circula..oun between cities and countryside 
has been expanded, and production has been stimulated and the economy invigorated. 
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Before the reforms, the economy wae managed in terms of the administrative systems 
and administrative districts, thereby breaking ite internal interconnections. 

In the last 2 years, some provinces and municipalities have set up 4 group of 
specialized companies and corporations in keeping with the economic readjustment 
and in accordance with the principle of specialization and cooperation, and some 
localities have set up economic relations between enterprises, between districts 
and between cities and rural areas in such forma ae integrated management, joint 
management, compensatory trade and the like, and have made preliminary investi- 
gations regarding improvement of such irrational situations as “large and self- 
contained,” “amall and self-contained,” where unite are cut off from each other 
and form self-contained systems; thie work has produced excellent economic 
results. 


Before the reforms, funds for capital construction investments were allocated by 
the financial organizations, and the construction organizations had no economic 
responsibility, so that results were poor. In recent years experiments in 
unearthing latent potential and reforming capital construction and in a change- 
over from allocation of the investment funds to investment loans by the banks 
have been conducted, and uncompensated use of investment funds has been replaced 
by their compensated use, the construction organizations’ economic responsibility 
has been increased, banks have been brought in to play a role, and investment 
results have been improved. 


As regards the ownership system, before the reforms there was excessive stress 
on the superiority of ownership by the whole people, the collective ownership 
system was constantly encroached upon and limited, and the individual economy 
was almost destroyed. In the last 2 years, in both the cities and the country- 
side, in keeping with the nature of development of our multistratum productive 
forces, many ownership systems and many management forms have been allowed to 
coexist and develop, jobs have been found for many unemployed persons, the 
markets have been enlivened, the lives of the masses have been made easier, agri- 
cultural production and diversification have been increased, and collective 
income and the income of individual peasants have been increased. 





In sum, the reforms of the last 2 have represented an initial breaking through 
of the excessively centralized, stereotypically planned and regulated manage- 
ment system which relied exclusively on administrative methods, and beneficial 
experiments have been made in managing the economy by economic laws, resulting 
in an excellent effect on economic development which has helped improve the 
overall economic situation. The current excellent agricultural situation, 
which is better than it has been for many years, is the result of implementing 
the party's agricultural policy and carrying out reform of the economic system. 
The fact that in spite of energy shortages and even decreasing energy resources 
industrial production has continually expanded is intimately connected with 
the effects of the reform of the economic system. To fail to recognize the 
achievements of the reforms, to be suspicious of them or even to brand them as 
“unnecessary,” is a mistake. 


The main problems with the reforms are as follows: 


First, they inadequately recognized the hidden dangers in the national economy 
and the urgency of readjusting it, they give too little attention to coordi:ating 
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reform and readjustment, and requeate for reforms have been slightly too urgent 
and the pace hae been slightly excessive. 


Second, while invigorating the microeconomies, they pay too little attention to 
atrengthening economic leadership and planning from the macroscopic viewpoint. 
When local and enterprise autonomy was expanded, they were uncertain how to 
handle the financial and material resources they had, and there was a lack of 
leadership and of the necessary measures, which fostered such already~existing 
phenomena ae duplication of construction, blind construction activity, competi- 
tion for raw materiale, and “squeezing out of the large by the emall." The 
necessary control over awarding of bonuses and over the setting of prices when 
organizations sold their own products was lacking. 


Third, various reforms were not closely enough coordinated. Within the reforms, 
such economic Levers as prices, taxes and credits were not suitably coordinated, 
and reforms in certain areas were made in isolation, with no interconnection, 

or were actually in conflict. Market management was not able to keep up ade- 
quately. Necessary preparatory work such as planning of the reforms, cadre train- 
ing, economic legislation, establishment of economic oversight organizations 

and the like were not effectively pursued. 


These problems resulted mainly from our lack of experience and are difficult 

to avoid entirely in the reform process, but they should be taken seriously, 
and we should adjust the way in which we organise the reforms, improve reform 
methods, and perfect our reform measures. O°*.erwise the results of the reforms 
will suffer or possibly even fail. This point is extremely important for com 
rades who are eager to bring about the reforms, particularly those who are 
guiding them. Historical experience tells us that the failure of a person, an 
undertaking or a country is primarily determined not by other people's views 
but rather by whether one oneself is correct, and whether one can accentuate 
strong points, avoid shortcomings and continually overcome failings and errors. 


2. How to Understand the Relationship Between the Reforms and Readjustment. 


Correctly understanding and dealing with the relationship between the reforms 
and the readjustment is of great importence for the stability and smooth develop- 
ment of the national economy. In the past, stress was laid on reform, and 
readjustment was not given its rightful place. After the Central Committee 
proposed further readjustment of the economy, there were two tendencies: one 
was the belief that the reforms should stop, and was really a desire to get rid 
of the reforms, while the other was the belief that the reforms should be carried 
out according to the original plan, and constituted a failure ty. understand the 
necessity of slowing the pace of certain reforms. 


We should be aware that the national economy is ¢ unified whole. Reform of the 
economic system cannot be divorced from the overal] economic situation. In the 
next few years, the economy should concentrate on readjustment, and the pace of 
certain reforms should be suitably slowed. This is because carrying out read- 
justment of the national economy must be based on overall benefit, which will 

involve rather considerable intervention i. ..e various links of social produc- 
tion, which is somewhat in contradiction with expansion of enterprise autonomy 
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and enlivening the economy. Under these conditions, if an enterprise lacks 

the correct and necessary external conditions for its production management 
activit «, it ie difficult to integrate ite economic interests with its econo 
mic responsibilities and to evaluate ite management effectiveness, and there 
will also be difficulties in implementing economic contracts, Particularly in 
a situation where the nation's ‘inances are seriously in the red, it is diffi- 
cult to achieve an overall adjustment of an irrational price system, and this 
hinders the implementation of reforms. We should also be aware that there are 
certain contradictions between the adjustment and reforms as regards allocation 
of time and effort. While making a concentrated effort at readjustment it is 
difficult to carry out all of the reforms effectively. Under these circum 
stances, if the pace of reform is too fast, the attention of the various 
economic departments will be dispersed, which will hinder smooth implementation 
of the readjustment. As regards system reforms themselves, a great amount of 
effort is required for successful planning and preparation for each measures. 
Accordingly, at present reforms should be subor¢inate to readjustment, and the 
pace of reform should be slowed somewhat from that origina ly contemplated. 


But this is not to say that we should not carry out reforms: many reforms should 
still be actively pursued. The current grave inbalences in the national economy 
result primarily from the fact that for a long time our economic work has over- 
stressed high speed and large accumulations, has one-sidedly emphasized the 
development of heavy industry and has made errors in macroscopic policy; at the 
same time, it also results from our current irrational economic system. On the 
one hand, the system uses cent calized collection and allocation of funds, cen- 
tralized management of all activities, and “eating from one big rice pot," which 
has completely tied the hands of the localities and enterprises and has made it 
difficult to stimulate the various parties’ enthusiasm; on the other hand, it 
has relied on management in terms of administrative systems and areas, resulting 
in fragmentation, development of self-contained systems, duplication of con- 
struction and blind production activity, with the result that production and 
needs are out of balance, which intensifies the disproportion between the 
various departments of the national economy. Accordingly many national economic 
readjustment measures must be supported by reforms in order to achieve their 
results. In the long run, steady and coordinated expansion of our economy and 
good economic results are dependent on creation of a new economic system which 
is in accord with our country's economic circumstances. Thus this readjustment 
does not entail elimination of reforms and a retreat back to the old road, but 
rather implies that with readjustment as the focus, readjustment and the reforms 
will support each ‘other and will take a new route. In concrete terms, reforms 
must help in controlling the size of increases in accumulation and expenditures, 
must help in stabilizing finances, credits, material resources, foreign exchange 
and overall price levels, must help in changing irrational production structures, 
must help enliven production and circulation while assuring fulfillment of the 
state plan, must help in correctly handling the interrelationship between state, 
collective and individual and in stimulating the activism of production manage- 
ment units and workers, and must help improve the economic results of the entire 
society and make our national economy move progressively and as rapidly as possi- 
ble onto the road of stable development. 


3. What Is the Focus of Reform During the Readjustment Period? 
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How ..ould reform be carried out during the readjustment period? Based on the 
principles descrihed above, and taking account of the fact that our country's 
economy is in the red, that energy production is steadily decreasing, and 

that jobs need to be found for a large number of workers, reforms during the 
readjustment period should be tigatly focused on changing irrational economic 
structures, on increased output and conservation, and on improving economic 
results. 


First, we must energetically reorganize and integrate industrial enterprises. 


Reorganizing industrial enterprises is both e necessity of economic reorganiza- 
tion and an important part of ceform of the economic system. Effectively reor- 
ganizing industrial enterprises is helpful in changing irrational production 
structures and can revivify a .arge number of enterprises which need to be 
closed, and in a situation where investment funds are short and energy supplies 
are decreasing, by rational disposition of the productive forces and division 

of labor and cooperation it is possible to increase profits and special wealth. 
By effectively reorganizing industrial enterprises we can organize and economi- 
cally integrate enterprises as a result of which we will be able to perform 
economic forecasting more accurately and guide and coordinate enterprise economic 
activity more effectively. We should use the favorable moment of the readjust- 
ment to effectively reorganize enterprises. Large and medium-sized industrial 
cities should gradually organize their dispersed “large self-contained" and "small 
self-contained" enterprises by industry or main products or reinforce and 
coordinate their relationships; they should o-ganize a groups of super-districts 
and superdepartments or national companies or associations centered on critical 
cities or key enterprises; and they should promote enterprise integration 

in keeping with the policy of reorganization of the national economy. 


Next, we should consolidate the expansion of enterprise autonomy and gradually 
move forward with it. 


Increasing enterprise autonomy, implementing responsibility for profit or loss 
based on independent accounting or the bearing of profit or loss by the unit, 
linking the enterprises’ economic jurisdiction, economic responsibility and 
econom.c interests closely together, and thoroughly stimulating the enterprises’ 
and employees’ enthusiasm for expanding output and improving management are the 
guiding principles of reform of the enterprise management system. Currently we 
should focus on the enterprises which are now experimenting with retention of 

part of profits and those which are experimenting with taxation rather than 
payment of profit; to the higher levels, independent accounting and responsibil- 
ity for profit or loss. To the extent that the national economic readjustment 
permits it, as the planning, financial, material resources, price and wage systems 
are reformed we should gradually expand enterprise management autonomy. At the 
same time, we should develop a set of enterprise planning guidance, coordination, 
oversight and rewards and penalties procedures. de should set up a production 
technology responsibility system headed by the plaut director and put it into 
good working order, and should combine payment according to work with the employee 
responsibility system. We should set up an employee representative council sys- 
tem and put it into good working order anc ‘ uld improve democratic enterprise 
management. 
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Third, we should develop diversified economic corponents., 


Energetically developing collective enterprises run by the people and the indi- 
vidual economy, and developing labor intensive trades so that we are able to find 
employment for a large labor force and satisfy the country's internal market 
needs and export needs at a time when energy resources are decreasing and accumu- 
late funds and increase foreign exchange for the country, constitute a strategic 
task in making our country's economy flourish and preserving our society's secur- 
ity. We should progressively set up an ownership system structure consonant 
with our country's circumstances in which ownership by the whole people has 
economic primacy and collective and individual econowies are well represented. 

We should approach expansion of the collective and individual economies as a 
major matter, should draw up plans for developing these economies in accordance 
with requirements of national economic readjustment and of the specific locality 
and should solve such problems in regard to the collective and individual 
economies as development of a network and sources of goods supply. At the same 
time, we should develop policies on such matters as fund raising, recruitment 

of workers, apprenticeship, prices, wages, labor insurance and the like and should 
develop regulations on management of the collective and individual economies. 


Fourth, we should reform the circulation system. 


For a long time, circulation channels have been sluggish, which has hindered 
normal exchange between city and countryside, between areas and between depait- 
ments; this is an important factor slowing our country's economic development 
and putting social production and social needs out of balance. As a result we 
should reform the circulation system. While assuring fulfillment of state plans 
for distribution and allocation of important means of production, industrial 
consumables and agricultural and sideline products, we must increase the scope 
of independent sale of goods, gradually orient the supply and marketing organiza- 
tions toward the markets, set up trade centers and wholesale centers by market 
area, and gradually set up a unified, efficient national commdity circulation 
network and commodity circulation markets so as to invigorate circulation. 


Fifth, we should bring into play such economic levers as prices, taxes and the 
banks. 


In order to bring about coordinated development of the national economy and 
implement various reforms of the economic systems, we must reform the price, tax 
and banking systems and bring their economic regulating and oversight effects 
into play. By readjusting prices, taxes and interest rates we should make most 
banks able under normal conditions to obtain essentially equal interest rates on 
funds; we should initially adjust prices for heayy industrial products step by 
step and make them more rational; we should accelerate reform of the tax system 
and intensify tax work so that the taxation departments become powerful func- 
tional departments assuring the state of its financial income; and we should, by 
having banks control basic construction investments and total wages, create a 
finance system in which the banks in the various industries divide their labor 
and cooperate with each other under the unified .eadership of the central bank. 


Sixth, we should reform the planning systen. 
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In order to efficiently organize the activism of the various parties involved, 
to coordinate social production with social needs, to decrease the waste of 
social labor and to improve the economic effectiveness of the entire society, 
we must reform the planning system. We should intensify management of the 
macroeconomy and guidance of the microeconomies, should do an effective job in 
market adjustment under the guidance of the plan and should gradually develop a 
planning system in which directives and guidance and upward and downward commu- 
nication are integrated, 


Seventh, we should make effective preparations for the various individual 
reforms. 


The pace of reform of the economic system and the ability of the reforms to 
achieve the expected results depend to a considerable degree, excluding objective 
economic conditions, on the preparations for the various reforms. We should 
greatly intensify our work in this area. We should develop short term and long 
term economic system reform programs and implementation procedures; we should 
educate economic management cadres and give them training in rotation and should 
replenish and strengthen the taxation, commodity prices, banking, statistical, 
accounting, economic judiciary, foreign trade and indistrial and commercial 
management departments; we should proceed vigorously with the development of 
various economic laws and regulations, establish economic courts, and establish 
and strengthen economic oversight organs, and shvuld pursue economic forecasting 
work and gradually set up an economic information system. 


Finally, we should strengthen leadership of the reform of the economic system. 


Reform of the economic system is an important matter for the country, a major 
reorganization of the national economic management, and a major readjustment of 
the economic rights and interests of the various parties. Many major questions 
await resolution in both the theory and practice of the reforms, and in parti- 
cular we lack experience in how to implement the reforms within the context of 
readjustment. In order to avoid major errors in carrying out reforms, we must 
strengthen leadership of the work of reforming the economic system. On the 
basis of the overall reform principles and measures, reform implementation pro- 
grams should be drawn up for each department and each area. 


All of the units experimenting with reforms and all of the reform measures must 
first be surveyed and investigated and feasibility analyses conducted; the 
problem of whether or not they can be carried out should be considered and 
methods of solving the problems should be studied. All major reforms should 
undergo test implementation and should be gradually expanded only afier exper- 
ience has been acquired. Successful experience with the reforms should be 
affirmed, not exaggerated, and problems with the reforms should be studied, not 
covered up. The units participating in experiments should be granted the 
necessary economic jurisdiction, and the degree uf economic responsibility which 
they should bear should be determined and the proper reward and penalty pro- 
cedures developed. To summarize, when the reform policy is correctly perceived, 
the pace should be stable, and a path for reform of our country's economic 
system should be gradually found. 


8480 
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ECONOMIC PLANNING 


MARKET REGULATION UNDER GUIDANCE OF NATIONAL ECONOMIC PLANNING 
Fuzhou FUJIAN RIBAO in Chinese 24 Mar 81 p 3 


[Article by Qiu Renho [6726 0088 0735): "Bringing Market Regulation Into Play 
Under the Guidance of the National Plan") 


[Text] A socialist economy is a planned economy and also a commodity economy. 

It is a commodity economy under planned guidance. In our country socialist public 
ownership of the means of production holds an absolutely dominant position, and 
it is this that determines the necessity and possibi’ ity of the planned develop- 
ment of the national economy. The national economy has rules of planned propor- 
tional development requiring us to make planned adjustments in the socialist 
economy. At the same time, our country's socialist economy is also a commodity 
economy and the special law of value of a commodity economy still has its effect, 
requiring us to completely bring into play the effect of market regulation under 
planned guidance to hasten the planned, proportional, quick and healthy develop- 
ment of the entire nat‘onal economy. 


The relationship between planned regulation and market regulation is complementary 
and mutually interactive. The effect of market regulation can only be brought 
completely into play under the guidance of planned regulation. Planned regulation 
must also be achieved by means of market regulation. Consequently, with planned 
regulation occupying the principal position and market regulation the subsidiary 
one, the two are combined. 


National planning has the effect of guiding market regulation. Completely ob: ‘ng- 
ing into play the effect of market regulation under the guidance of national 
planning is a “small freedom" under the “main plan," and is simply using the law 
of value to stimulate the marketplace, to achieve control without a deadening 
effect, and to generate activity without causing chaos. National planning has the 
effect of promoting market regulation, and under the guidance of national planning 
the effect of market regulation is brought into play. For example, after [State] 
procurements have been made, first, second, and third category agricultural and 
sideline products are permitted to enter the rural markets to be traded freely at 
negotiated prices, while first and second category industrial products and means 
of production are permitted to enter the market once State plans have been ful- 
filled, and so are other industrial products and new trial-produced products after 
the commercial departments have selected and procured what they need, so that 
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factories may market their own products and engage in necessary mutial coopera- 
tion and exchange of materials to supply one another's needs and to bring the 
market regulation mechanism into full play, thus invigorating the market and 
promoting the development of the commodity economy. National planning acts as a 
check on market regulation. Under the guidance of national planning the effect 
of market regulation is restricted, the same as if economic measures or adminis- 
trative intervention were used to control it, with the interests of producers and 
consumers being protected by the regulation of the flow of commodities, the sta- 
bilization of prices, and the adjustment of the relationship of supply and demand. 


Market regulation has the effect of assisting planned regulation. Properly carry- 
ing out market regulation can help supplement the effect of planned regulation, 
and make up for its shortcomings. Imbalances frequently arise in plans, shortages 
of goods and materials will occur, and there will be contradictions in supply and 
demand. These things can be corrected through market regulation. If production 
and sales are seen to be in direct relation it helps speed up the production and 
exchange of commodities, stimulates the economy, and guarantees the normal progress 
of the national plan. Market regulation functions as a corrective for planned 
regulation. When there are deviations from the established national plan, and 
these faults reach the point of causing imbalances, market regulation can function 
as a corrective. It can reflect whether planned regulation is correct or not, 
and show the level of imbalance in supply and demand and problems in economic 
work, allowing timely corrections to be made. Of course, major imbalances in the 
plan must be corrected by changes in the planned regulation itself. Market regula- 

‘on can also function as a predictor in relatiyn cto planned regulation. Planned 
egulation must be realized by way of market regulation. As for changes in the 
market, such as whether it is flourishing or depressed, prices are high or low, 
supply and demand are tight or loose, currency withdrawal is fast or slow, as 
well as with respect to purchasing power demands and consumer orientation, market 
regulation can offer a great amount of precise informatica that can help bring 
about timely adjustment of the economdc plan and proper arrangement of production 
and consumption. 


Based on the mutual relationship and interaction of planned regulation and market 
regulation, we ought to accurately grasp and utilize in our economic work the 
laws governing planned proportional development and the law of value, successfully 
uniting planned regulation and market regulation to guarantee the planned pro- 
portional development of the national economy, and also stimulate the economy, 
make it flourish, and invigorate the market. In the past a socialist economy was 
regarded only as a planned economy, and it was not admitted that at the same time 
it was a commodity economy. Only planned regulation was undertaken and the role 
of market regulation was denied. All production, distribution, circulation, and 
consumption were brought within the orbit of the national plan, and control was 
achieved by promulgating directive-like plans. It was thought that this could 
bring the production, distribution, circulation, and consumption of the millions 
of different industrial and agricultural products in the nation within the scope 
of the national system of purchases and sales. This system of state purchasing 
and selling resulted in the divorce of production and marketing, the financial 
system of unified income and unified expenditures caused the problem of “eating 
eut of one common pot," the unified control ~~ allocation of production materials 

















resulted in blind production and gave rise to the workstyles of “engaging in buei- 
ness without competition,” “bureaucratic Labor" and “bureaucratic commerce." The 
experience of the past 30 years of implementing all-inclusive planned regulation 
and denying the effect of market regulation hae influenced the development of 
production power, limited the active role of factories and enterprises, impeded 
the circulation of commodities, deadened the economy through excessive management, 
and has been one of the causes of the slow development and inefficiency of the 
national economy. 


In the same way, no matter how great the effect of market regulation, it must 
always come under the restraint of planning regulation. Only then can ite effect 
be completely brought into play and the economy stimulated. If all that we choose 
to recognize is the effect of the law of value and we fail to admit the importance 
of the laws governing planned proportional development, and if we only see our 
economy as a commodity economy instead of first recognizing that it is a planned 
economy, then market regulation will be freed from the restraints of planned 
regulation and everything will be regulated according to the relationship of 
supply and demand, resulting in chaos in the marketplace, rising prices, the over- 
extension of capital construction, unchecked production, and the building of 
redundant factories. Great waste will be caused, production will suffer, grave 
imbalances in the planned proportions of the national economy will arise, and a 
national economic crisis will result. 


In the past few years, in our economic work we have paid comparatively more atten- 
tion to bringing into play the effect of market regulation under the guidance of 
planned regulation. The means of production enter the marketplace and strongly 
promote industrial and agricultural production, stimulating the economy, unblocking 
channels of circulation and communication, causing the market to flourish, and so 
improving the material and cultural life of the people and promoting a peaceful, 
united political situation. According to statistics, the total volume of sales 

of goods and materials last year in Zhangrhou was 10.06 million yuan, this was 
119.76 percent of the amount called for under that year's plan. It was an increase 
of 2.09 million yuan over 1979, an increase of 26.22 percent and set a record for 
business volume over the past 30 years. In 1980 urgently needed and scarce goods 
coming into Zhangzhou through market regulation organizations included such things 
as 2,857 sets of automobile tires, 431 tone of chemical raw materials, 904 sets 

of electromechanical equipment, and 2,250 tons of fertilizer. According to 
incomplete statistics, 40 percent of the industrial product value of the whole 
municipality came from raw and processed materials which came by way of market 
regulation, apart from the plan. The 1980 total output value of industry and 
agriculture surpassed the quota of the annual plan and was 14.75 percent greater 
than 1979. Industrial output increased 13.17 percent and agriculture increased 
24.8 percent (including the output value of commune brigade enterprises) . 


Following the growth of industrial and agricultural production and the opening up 
of the agricultural commodities market, those agricultural and sideline products 
which exceed the quotas of the national purchasing plan stream into the marketplace, 
purchases and sales are negotiated, and abundant new products are provided for the 
market. In 1980 the net commodity purchases of the municipality were 32.65 per- 
cent greater than the previous year, among these pork increase 25.8 percent, 

fresh vegetables increased 1.7 times compared with the previous year, soap 
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increased 46.4 percent, televielon sete increased 2.4 times and sewing machines 
1.1 times compared to the previous year, and the livelihood of the people was 
further improved. 


Market regulation at the same time gives impetus to competition in the production 
and dietribution eapheres, promotes the improvement of economic management in 
induetrial enterprises, strengthens business accounting, improves technological 
skille, raises product quality, increases the variety of product designe and 
colors, reduces expenditures, stresses economic regults, brings attention to work 
quality, and raises the competitive power of products and so results in new 
development. Por example the |?aromatic medicinal of1) [fengyoujing [7364 3111 
4737)) produced in our municipal aromatics plant has most of ite raw materials 
brought ie through a market regulation organization. The product also depends 

on market regulation to create a market for it throughout the country. Product 
quality, bottles, and packaging all have been greatly improved and in three years 
production has quadrupled. 


Of course we still lack experience implementing market regulation under the gui- 
dance of planned regulation and the various economic measures and policies have 
not kept pace with developments or have not yet been perfected. Some industrial 
enterprises, residential districts and commune brigades, in order to pursue 
profite and rewards .ake the opportunity to raise prices and have given rise to 
a scene of fraudulent practices, unchecked capital construction, and the build- 
ing of redundant factories. As regards these abusive and illegal practices, we 
an curb or correct them through such economic measures as pricing, taxation, 
credit, industrial and commercial management, as well as government decrees and 
administrative intervention. We ought to pursue profit while avoiding loss, and 
under planned guidance bring more completely into play the effect of market regu- 
lation and develop the national economy. 


98:10 
CSO: 46006/281 
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ECONOMIC PLANNING 


BRIEFS 


HUBE! TECHNICAL TITLES COMMITTEES<-On 6 and 7 April, the Hubei Provincial People's 
Government held meetings to mark the inauguration of committees for evaluating 
technical titles of senior engineers and accountants. The newly established com- 
mittees are the provincial committees for evaluating technical titles in aachine- 
building, metallurgy, textile industry, housing construction, power industry, 
geology, chemical engineering, surveying, electronics and accounting. Their main 
taske are to evaluate technical titles of senior engineers, research fellows and 
deputy research fellows under provincial jurisdiction, select and examine outstand- 
ing professionals and recommend them to organs under the state council jurisdiction. 
The Provincial People's Government has delivered letters of employment to the 135 
members of the committees. Provincial Governor Han Ningfu and Vice Governors Zhang 
Jinxian and Lin Shaonan attended and addressed the meetings. (Wang Ping), director 
of the Provincial Personnel Bureau, explained questions concerning the evaluation 
of technical titles. [Wuhan Hubei Provincial Service in Mandarin 1100 GMT 

7 Apr 61 OW) 


C50: 4006/307 
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JOURNAL ON COMPREHENSIVE FINANCE 


HK120750 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 2, 20 Feb 81 
pp 52-55 


[Article by Xu Riqing [1776 2480 3237] of the Shanghai Municipal Financial Bureau: 
"A Preliminary Study of Comprehensive Finance" | 


[Text] Comprehensive finance is an objective economic concept peculiar to the 
conditions of socialism. It is macroeconomic financing which embraces the entire 
national economy or the economy of a whole region. 


It is impossible to have comprehensive finance in a capitalist society. However, 
-apitaliet countries have state finance. Comprehensive finance came into being 

sith the establishment of the socialist system of public ownership. It is both 
connécted with and different from socialist state finance. The concept of socialist 
state finance embodies the relationship of planned distribution and redistribution 
of social products or national ircome in the form of use value with the state as 
the principal entity, while comprehensive finance is involved with the study of 

che maximal use of national power from the financial point of view. It involves 
the overall balance of financial, material and manpower resources on the one hand 
and the scale of construction on the other, including the problem of overall balance 
of the investment scale, social buying power and available supply of commodities 
(including the means of production and consumer goods) in the realm of production 
and circulation. Practice has shown that it is only when a good job is done in 
establishing an overall balance between national power and the construction scale 
can there be satisfactory economic results and the constant improvement of the 
development of production and the level of the people's material and cultural life. 
On the contrary, if the construction scale exceeds national power, there will be 
disproportional development and financial deficit, resulting in inflation and 
adversely affecting the people's standard of living. Therefore, strengthening the 
study of comprehensive finance has great theoretical and practical significance. 


The Inevitability and Indispensability of the Existence of Comprehensive Finance 
Our socialist economy consists of both planned economy and commodity economy. 
Social reproduction and the distribution of national income take the forms of both 
use value and value. There is movement of both commodities and capital. 


Comprehensive finance is a product of plann conomy. It embodies the plenned 
regulation of capital and serves to strengthen planned management of the national 














economy. However, we must aleo use the concept of value to study the national 
power, particularly ite financial resources, in the form of value in order to 
establish rational proportional relationships, achieve overall balance and attain 
maximum results. Thus, we can see that doing a good job in comprehensive finance 
is an indication of conscious application of t'e law of planned proportional 
development. The law of planned proportional development demands that a reasonable 
ratio be maintained among various sectors of the national economy, between accumu- 
lation and consumption and between livelihood and construction. Comprehensive 
finance is the coordination of the distribution and redistribution of the national 
income in the process of social reproduction in order to have reasonable ratios. 
The distribution and redistribution of the national income involves a wide range 
of problems. It is related not only to financial revenue, capital, income and 
expenditure, but also has complex relations with all types of capital. Therefore, 
we must study, analyze and observe the overall volume of capital and its movement 
from a wider perspective. Thus, the concept of comprehensive finance was put forth. 


Looking from our country's 30 years of experience in construction, since finance 
and economics were unified in 1950, basic balance of revenue and expenditure was 
immediately achieved and prices were stabilized. This caused us to see the 
importance of balancing revenue and expenditure. The experience of 1953 showed 
us the relationship between financial and credit balance and made us understand 
that we must not indiscriminately use the surplus revenue of the previous year. 
The experience of 1956 further made us understand the importance of the balance of 
revenue and expenditure, credit balance and balancing demand and supply, and the 
overall balance of the three. With the development of foreign economic relations, 
we were also made to understand that aside from the balance in finance, credit and 
commodities, there must also be balance of payment in foreign exchange and overall 
balance in all these aspects. 


In the past, due to the disproportionate development of the economy, we were 
always forced to readjust in order to achieve a balance between the construction 
scale and national power. Thus, we put forth the problem of comprehensive finance. 
The present readjustment is due to the same reason. We again put forth the problem 
of comprehensive finance. Thus, we can see that comprehensive finance is necessary 
for the readjustment of the national economy and for achieving the four moderniza- 
tions. 


By taking into account the actual needs at present, we can see that with the 

reform of the economic system and the establishment and the division of financial 
management into central and local levels, flexible use of financial resources in 

the localities has increased. The enterprise financial system is also in the process 
of reform and is making steady progress by effecting major reforms, medium-range 
reforms and minor reforms. Minor reforms refer to establishing a system of 
enterprise funds; medium range reforms refer to establishing a system of profit 
retention and major reforms refer to enterprises assuming responsibility for their 
profits or losses. Looking at the long term trend, with the expansion of the scale 
of production and circulation, the amount of capital both included and excluded 

in the budget is constantly increasing. In the past few years, ratio between 
capital included and excluded in the budget in Shanghai was 1 to 1. Capital excluded 
from the budget increased by 5.5 times over that in 1959. Thie trend is objective 
and inevitable. Thus, the task of maintaining overall balance of capital becomes 
more arduous both in the central organs and the localities. At the same time, 
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under the condition of the banke further playing their role, all types of credit 
funde are also increasing. Although some credit funds can be reorganized=-such as 
loans for technical and organizational measures of the various departments of the 
central authorities=-under the conditions of more diversified channele and types 

of bank loans, strengthening the overall balance of various types of capital 
becomes a very urgent task. At present, capital construction included in plans 
takes priority over those not tncluded in plans. State funde for capital construc- 
tion are being reduced and funds for renewal and renovation are being increased. 
Domestic capital is decreasing while foreign capital is increasing. These phenomena 
also show that overall balance of capital must be greatly strengthened. Otherwise, 
it will be disadvantageous for the balanced development of the national economy. 
The significance of overall firance has become more obvious. 


On the Characteristics and Scope of Comprehensive Finance 


Comprehensive finance is divided into two aspects: quantity and quality. It is 
the dialectical unity of quantity and quality. The qualitative aspect of compre- 
hensive finence consists of the distributive relationships of the various types 
of capital in the national income, with the distribution of capital being the 
core. The quantitative aspect of comprehensive finance refers to the quantitative 
relationships which it embraces. These quantitative relationships are closely 
connected with the scope of comprehensive finance and include capital included 
and excluded in the budget, exclusive funds used by various departments of the 
national economy and by enterprises in their financial transactions (including 
those under collective ownership), bank loans and cash income and expenditures 
‘heir amounts of increase and decrease). 


Some comrades believe that comprehensive finance must include both capital movement 
within the whole society--including the sum of capital movement in the processes 

of production, distribution, exchange and consumption--and capital movement involved 
i'n simple reproduction in enterprises. This is because capital movement in simple 
reproduction in enterprises, that is, fixed capital and circulating capital, 
constitutes a great proportion and many problems of stockpiling and waste exist 

at present. They claim that because of the need for capital and commodity balance, 
we must also study this type of capital. (Some comrades believe that this type of 
capital is self-balancing and so it does not have to be included in comprehensive 
finance. I feel that the expression “self-balancing™ is neither accurate nor 
compatible with actual conditions. In reality, at present, materiale needed in 
expanded reproduction and materials needed in simple reproduction are competing 
against each other and the so-called “self-perpetuating" balance is no balance at 
all. Even in the past, enterprises were unable to achieve balance by themselves.) 
1 believe that the suggestion to study the overall capital movement in society 

is justified to a certain extent. At present, investment results are poor, the 
turnover rate of circulating capital is low, the utilization rate of fixed capital 
is low while capital is able to create certain false phenomena due to the stagnation 
and stockpiling of commodities. These problems must be gradually solved. However, 
the principal solution to these problems lies in i. proving the investment results 
of capital and not entirely in studying the problem vf national power (financial 
resources) and construction scale. Therefore, it is unnecessary to include fixed 
and circulating capital in simple reproduction in enterprises within the present 
eoncept of comprehensive finance. I agree t*.* we must study capital movement in 
che entire society. However, we must distinguish this from the concept of compre- 
hensive finance and make it the subject of a special study. 
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Some comrades suggested that enterprise welfare funds must not be included in 
comprehensive finance. I think that enterprise welfare fund should be mainly 
classified ase social consumption fund, However, part of them are used for cone- 
tructing houses for workere and for other welfare facilities, such as building 
workers’ hospitals, nurseries, echoole for workers’ children and other nonproductive 
construction projects. They belong to the category of nonproductive accumulation 
fund. Thus, enterprise welfare funde should be included in comprehensive finance. 


The Role and Content of Comprehensive Finance 


The primary role of comprehensive finance is overall planning and coordination 

of the use of various types of capital. It etudies the scale of financial resources 
within the national power and ite relationship with material and manpower resources 
to enable the overall planning and coordination of development to obtain the 
maximum results in terme of the construction ecale, ratio, speed and accomplishment. 
In the past, there was no overall planning on the use of capital and no coordination 
of various proportional relationships, leading to the construction scale exceeding 
national capability. As a result, construction projects were not backed by material 
resources, chaotic projects abound and investment results were poor. We must 
forever bear this lesson in mind. 


Second, comprehensive finance serves the development of the national economy and 
supervises economic activities. This is done in two aspects: first, it studies 
the overall scale of capital and gathers information on the total amount of all 
types of capital in order to seek a reasonable ratio and an overall balance from 
the relationships between capital included in and excluded from the budget, between 
financial capital and credit capital, between state capital (financial and credit 
capital) and funds for exclusive use of the professions, between capital of enter- 
prises under the ownership of the whole people and those under collective ownership 
and between domestic and foreign capital. Second, in terms of national power 
(mainly financial resources) and the construction scale it makes total volume of 
capital compatible with the construction scale and prevents the construction scale 
from exceeding the possible limit allowed by actual financial, material and man- 
power resources. In the 30 years since the founding of the People's Republic, 
particularly since 1958, there have been several times when the capital construction 
front was overextended, forces were divided, management was chaotic and waste of 
resources was serious. This was also the result of prolonged lack of strict 
calculation and supervision of the financial resources and the construction scale 
involved in the national economy and failure to attach importance to comprehensive 
finance. 


The content of comprehensive finance includes the following aspects: 


1. Comprehensive financial planning. Mastecy of the overall volume and composi- 
tion of various types of capital is achieved through comprehensive financial 
planning to coordinate financial, material and manpower resources, in order to 
coordinate overall financial plans with the economic development plans of the whole 
society. In the plans, we are against leaving loopholes, setting high targets, 

not doing things in accordance with actual capability and aiming for things which 
are beyond the capability of the national power and which are impossible to achieve 
at present. 
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2. Comprehensive financial accounting. Comprehensive financial accounting should 
become a part of national economic accounting. National economic accounting is 
macroeconomic accounting conducted on the entire process of reproduction in the 
national economy by taking the entire national economy or the economy of one region 
vt one part ae the starting point. It is done to ensure the most comprehensive and 
greatest possible production and conetruction results with the least amount of 
utilization and consumption of labor. Looking at the content of comprehensive 
financial accounting, it is the accounting of the overall volume of various types 
of capital. Thus, it is merely a part of national economic accounting. The best 
applicable ratio in the utilization of capital is obtained through accounting to 
realize the most rational ratios between accumulation and consumption, between 
productive and nonproductive accumulation, between investment for capital construc- 
tion and circulating capital and in the amount of capital to be invested in 
agriculture and light and heavy industries to achieve macroeconomic results. 


3. Comprehensive financial analysis. By compiling various accounting and statis- 
tical data, analysis can be made on the trend of movement of various types of 
capital in the national economy, on the various contradi: tions arising in the 
movement of capital, on whether national power is compatible with the construction 
scale, on whether social buying power is compatible with possible supply of 
commodities, on whether the investment orientation is compatible with the state's 
medium-range and long-term plans and with the people's needs, on whether there are 
blindly-launched and overlapping construction of plants and unplanned and rashly- 
conducted projects and on whether the capital construction front is overextended 
and beyond the capability of national power. 


Comprehensive financial supervision. Thie is, in the main, the supervision of 
the overall volume of various types of capital and seeing if it maintains an overall 
balance with the construction scale. Problems discovered through comprehensive 
financial analysis amounts to supervision. Making timely reports and promoting 
the transformation of contradiction, these are very important. Supervision must 
emphasize supervision in advance and taking preventive measures and integrate 
supervision before, during and after an event. Our practice in the past 30 years 
has shown that the greatest waste has been in the national economy. The result 
of losses incurred by the national economy has been serious. 


From the above discussion, we can see that comprehensive finance is always closely 
related to overall financial balance. Comprehensive financial planning is aimed 

at achieving balance; comprehensive financial accounting is seeking to maintain 
balance in the midst of national economic activities; comprehensive financial 
analysis is for the purpose of analyzing contradictions, exposing problems affecting 
balance and finding timely solutions, while comprehensive financial supervision 
tries to prevent the undermining of balance. Thus, planning, accounting, analysis 
and supervision constitute the closely related and absolutely ‘ndispeusable parts 

of comprehensive finance. 


Comprehensive finance seeks an overall balance in “he distributive relationships 

of various types of capital and seeks the best econonic results in the balance of 
capital. Capital is material resources expressed in monetary terms. The balance 
of use value can be derived from the balance of value. The best results which 
comprehensive finance aims at can only be obtair.d if there is balance of value and 
valance of use value, and an overali balance _ tween the two. 














Furthermore, in order to do a good job in comprehensive finance, I suggest that 

a committee of comprehensive finance be created under the leadership of the State 
Council to take charge of the work of comprehensive planning, accounting, analysis 
and supervision. The problem of comprehensive finance also existe in various 
localities. Corresponding agencies must also be created. 


A Problem Worthy of Serious Study 


Some comrades think that socialist state finance is equal to comprehensive finance 
because state finance itself is comprehensive and the financial department is by 
nature a comprehensive department. This view is without theoretical basis. If 
we think that socialist state finance is equivalent to comprehensive finance, 

we are bound to mix up the characteristics of socialist state finance and compre- 
hensive finance and confuse the peculiar contradictions that each strive to resolve. 
State finance embodies the relationships of distribution and redistribution while 
comphrehensive finance aims to resolve the contradiction between national power 
(in the main, financial resources) and construction scale. The .wo are not inter- 
changeable. The financial department is a comprehensive department, this has been 
determined by the position of importance which finance occupies in the national 
economy. However, we cannot say that state finance is comprehensive finance. 
Comprehensive finance as a science still has to undergo a process of development 
and perfection. Many problems, including whether state finance performs a compre- 
hensive function, still have to be subjected to scientific study. Nevertheless, 

I believe that completely equating state finance to comprehensive finance will 
not do any good for the study of finance. 
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FINANCE AND BANKING 


BRIEFS 


GUANGDONG FINANCIAL REVENUE--According to statistics, as of the end of March this 
year, financial revenue throughout Guangdong increased by 11.37 percent over the 
corresponding period of last year. In the 13 prefectures and municipalities, 8 
saw increases in financial revenue dueing this period w'th Guangzhou increased 
by 14.15 percent and Shenzhen and Zhuhai Municipalicies increased by 100 percent. 
The relevant departments in the province said that although financial revenue in 
the province this year is good, due to faster development of various businesses 
and coupled with the shouldering of the central authorities’ financial difficul- 
ties, financial expenditure is still rather pressing. Various areas and depart- 
ments must further launch the movement to increase production and practice 
economy, set the financial and economic disciplines on a strict basis, make 
overall arrangements for various expenditures and do a good job of increasing 
production and reducing expenditure. ([Guangy\.ou Guangdong Provincial Service in 
Mandarin 2330 GMT 12 Apr 81 HK) 


GUANGDONG TAX COLLECTION--The people in Guangdong have overfulfilled the task of 
collecting tax revenue for the first quarter of this year with an increase over 
the corresponding period of last year. This year, they are putting stress on 
developing light and textile industries and consumer goods production, thus 
increasing the province's income from tax revenue. During this period, 9 pre- 
fectures and municipalities and 61 counties increased their collection of tax 
revenue. In Guangzhou, Shenzhen, Zhuhai and Shantou, tax revenue increased by 
39 million yuan over the corresponding period of last year. [HK270929 Guangzhou 
Guangdong Provincial Service in Mandarin 1000 GMT 23 Apr 81) 


GUANGDONG FINANCE--The people in Guangdong Province have overfulfilled the quotas 
of financial revenue for the first quarter of 1981 with an increase of 11.37 per- 
cent over the corresponding period of 1980 including an increase of 14.15 percent 
in Guangzhou Municipality while the increases in Shenzhen and Zhuhai Municipali- 
ties doubled. Sugar production is one of the main sources of financial revenue 
in Guangdong. By the end of March, 966,000 tons of sugar had been produced 
throughout the province. In the first quarter of 1981, revenue from commerce 
increased by 17.8 percent over the corresponding -eriod of 1980. (Guangzhou 
Guangdong Provincial Service in Mandarin 1000 GMT !% Apr 81 HK] 


HATKOU CURRENCY CIRCULATION--The Haikou branch of the People's Bank of China has 
scored outstanding achievements in strengthenir, management of credit, controlling 
the release of money into circulation and o.,«nizing the withdrawal of currency 











from circulation. In the first quarter of this year, loans for industrial pro- 
duction and commodity circulation reduced by 6.41 million yuan over the end of 
last year. Through balancing income and expenditures, 14.12 million yuan of 
currency was withdrawn from circulation. Enterprises which had overdrafts were 
given a deadline to settle them. Those that failed to meet the deadline did not 
receive any new loans from January to March 1981. Currency withdrawn from circu- 
lation through sales of commodities increased by 46.8 percent over the correspond- 
ing period of 1980. The branch also effectively supports tourism, services and 
culture departments to launch their activities, so as to increase the withdrawal 
of currency from circulation through sales of services. During the same period, 
savings throughout the municipality increased by 3.35 million yuan. ([HK201434 
Haikou Hainan Island Service in Mandarin 0330 GMT 16 Apr 81] 


HALNAN CURRENCY CIRCULATION--By the end of February, the departments concerned in 
Hainan have withdrawn 1.65 million yuan of currency from circulation. With the 
support of these departments, the commerce departments in the region increased 
sales of products by 8.8 percent in January and February, withdrawing a total of 
14.37 million yuan of currency from circulation. By the end of February, savings 
throughout the region increased by 7.4 million yuan. [HKO10817 Haikou Hainan 
Island Service in Mandarin 0330 GMT 29 Mar 81) 


HENAN RURAL SAVINGS--Savings in the rural areas of Henan have now amounted to 
950 million yuan, an increase of 100 percent over the corresponding period of 
last year. The savings of the peasants in 24 counties and municipalities amount 
to 10 million yuan, while others exceeded 20 m\llion yuan and 40 million yuan. 
[Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 27 Apr 81 HK) 


HUBEI CURRENCY WITHDRAWAL--Wuhan, 20 Apr (XINHUA)--In the first quarter of this 
year, 140.26 million yuan of banknotes were withdrawn from circulation in Hubei 
Province, fulfilling 61 percent of the carget set for the first half of the year 
and showing an increase of 72.26 million yuan over the same period last year. 
[Beijing XINHUA Domestic Service in Chinese 0743 GMT 20 Apr 81 OW] 


JILIN 1980 LOANS--The people's banks in Jilin Province issued 125 million yuan 
of loans in 1980. The loans were used for 526 projects, most of which were to 
expand production of light industrial and textile products and products for 
export and to exploit energy resources. Thirty-one percent of these projects 
went into complete or partial operation in 1980. This enabled the province to 
increase output value by 92.26 million yuan of output value; profits, by 10.6 
million yuan; and taxes by 12.2 million yuan in 1980. Sven million yuan of 
loans were repaid in 1980. [Changchun Jilin Provincial Service in Mandarin 
2200 GMT 1 May 81 SK] 


QINGHAI TREASURY BONDS--People's governments at all levels, state-run enterprises 
and organizations in Qinghai Province are active in buying treasury bonds. 
According to incomplete statistics, some 15 million yuan of treasury bonds had 
been sold by 22 April across the province, half of the amount to be sold in the 
province. [SK290740 Xining Qinghai Provincial Service in Mandarin 1030 GMT 

28 Apr 81) 











SHAANXI CONSTRUCTION BANK CONFERENCE--The recent Shaanxi conference of construc- 
tion banks in Xian demanded that the staff and workers of construction banks 
strictly control the scale of capital construction and strive to increase the 
effects of investment. It wae revealed at the conference that the main problem 
of capital construction in the province is the failure to promote economic 

results and emphasis on increasing investment. During the conference, Jiang Yi, 
secretary of the Shaanxi Provincial CCP Committee, attended the conference and 
gave a speech. [Xian Shaanxi Provincial Service in Mandarin 1100 GMT 8 Apr 81 HK) 


SHANDONG CURRENCY WITHDRAWN--In the first 4 months, Shandong Province withdrew 

278 million yuan from circulation, a rec rd. The output of 23 major light and 
textile industrial products was largely increased as compared with the correspond- 
ing 1980 period. The output of sewing machines, bicycles and wristwatches grew 
more than 30 percent. At the end of April, savings deposits of rural and urban 
areas were 360 million yuan more than the beginning of 1981. [SK081332 Jinan 
Shandong Provincial Service in Mandarin 2300 GMT 7 May 81] 


ZHENGZHOU CURRENCY WITHDRAWAL--In the first quarter of this year, withdrawal of 
currency from circulation in Zhengzhou Municipality increased by 20 million yuan, 
doubling the amount over the corresponding period of last year. The municipality 
first organized 100 creditors to go deep into various enterprises to investigate 
production and marketing and evaluate the quality of products. They have also 
prevented those who made use of their bank accounts to carry out speculation, 

and have allocated funds to support light and textile industrial production. 
(Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 20 Apr 81 HK) 


SHAANXI CURRENCY CIRCULATLON--According to statistics, the People's Bank in 
Shaanxi withdrew 150 million yuan from circulation in the first quarter 

of this year, 173 percent more than in the same period last year. This figure 
was a record for any quarter in the province. Sales of commodities and 
savings deposits showed increases compared with last year. Savings deposits 
at the end of March had risen by 66.46 million yuan compared with the end of 
last year. There was also a notable decline in bonus payments compared with 
normal months last year. [HK201428 Xian Shaanxi Provincial Service in 

Mandarin 1100 GMT 15 Apr 81 HK] 
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LIMITED NATURAL GAS USED TO PRODUCE MORE FERTILIZER 
Chengdu SICHUAN RIBAO in Chinese 14 Mar 81 p 1 


[Report by Wang Jiyuan [3076 4949 0337]: "Luzhou Natural Gas Chemical Plant 
Vigorously Conserves Energy and Increases Production To Support Agriculture-~- Raw 
Materials for Limited Natural Gas Used To Produce More Chemical Fertilizer") 


{Text} The Luzhou Natural Gas Chemical Plant rationally uses and vigorously 
conserves energy, utilizing raw materials for limited natural gas by every possible 
means to increase the production of chemical fertilizer and to support a good 
harvest in agriculture. Under an average daily supply rate of 4.9 percent less 
than the same period last year, the output of synthetic ammonia and urea during 

the first 50 days of this year increased by 2.5 and 2.2 percent respectively, 

both setting record highs. 


The natural gas quota assigned to the plant by the state was reduced from 720 
million cubic meters last year to 609 million cubic meters this year, while the 
output quota of chemical fertilizer remained the same. To utilize limited energy 
to produce more chemical fertilizer, the party committee of the plant organized 
staff workers to study the spirit of the Central Committee's work conference in 
earnest, correctly understand the policy to readjust the national economy, 

fully arouse the masses to conceive solutions to problems, and overcome all kinds 
of difficulties by every possible means to increase the production of chemical 
fertilizer and support agriculture. Facing the reality of insufficient and 
irregular supply of natural gas and frequent external influence, they paid 
attention to the capacity loads of old and new systems of equipment and carried 
out economical and rational rotation. The new system of equipment has a high 
output and a low gas consumption at low cost. In the case of insufficient and 
irregular supply of gas, the load of the old system of equipment was readjusted, 
but as far as possible the new system of equipment was guaranteed to be "fed well" 
to realize economical and rational rotation. To avoid accidents resulting from 
excessive readjustment, the plant adhered to the implementation of a system of 
rotational watch duty at the workshop by engineers and technicians so that they 
could at any time resolve technical problems that might arise. Because of close 
coordination at all levels at the plant, accurate commands and meticulous 
operations, even though the old and new systems of equipment required numerous 
load readjustments, there has not been a single stall or accident. This 
guarantees safe and continuous production, 
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At the same time, this plant taps potentials and broadens sources of income by 
giving further play to the role of equipment for f!ue gas recovery of carbon 
dioxide, resolving the problem of imbalance betwoen awaonia and carbon caused 
by poor drainage of ammonia water as well as increasing the output of chemical 
fertilizer. In the first 50 days of thie year a total of 1,014,000 cubic meters 
was recovered. After mixing with liquid ammonia, 2,516 extra metric tons of 
urea were produced to support agricultural production, 
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RATLONAL USE OF ENERGY IN ZIGONG MUNICIPALITY REPORTED 
Chengdu SICHUAN RIBAO in Chinese 14 Mar 81 p 1 


[Report by Ai Feng [5337 7364]: "Zigong Municipality Makes Rational Use of Energy 
and Realizes Conservation and Increase in Production") 


[Text] The shortage of energy supply has become a dietinct weak link in the present 
national economy. To resolve the contradiction between supply and demand in 
energy, we muet first strive to increase the production of coal and gas and 
emphasize completion of current energy projects while planning and developing the 
construction of others. But for the present, we must still rely primarily on 








conservation and rational use of energy while striving for an increase in production 


with limited energy resources. 


The waste of energy in factories, mines and other enterprises is very serious, 

and the potential for conservation is great. On the basis of the circumstances of 
Zigong municipality, it is entirely possible to conserve energy and increase 
production if we rationally allocate and use energy. It is hoped that all 
prefectures and departments will closely combine the present work of economic 
readjustment, adopt strong measures, and rationally allocate and use energy accord- 
ing to the principle of supply by selection of the best. 


Enterprises which have products that are not marketable, poor in quality, high in 
energy consumption and highly wasteful must be r >»lutely stopped. Or else their 
energy supply should be reduced so that the limited resources can be used to 
safeguard those enterprises which have products that are high in quality, 
marketable, and low in energy consumption in order to provide the necessary condi- 
tions to increase production and satisfy the pressing needs of the market and 
people's daily lives. 


Can industrial production continue under the present shortage of energy supply? 
Zigong municipality answered this question practically. Although the energy 
supply of the entire municipality in January and February was 17.2 percent less 
than the same period last year, due to rational allocation and use of energy, 
enterprises that had control of goods in abundant supply and high energy 
consumption maintained light chemical industry, key and contract commodities 
while their total industrial output value increased by 2.99 percent, realizing 
energy conservation and higher production. 
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In implementing the readjustment policy, Zigong municipality encountered a 
prominent contradiction, namely, shortage of energy. Some leaders of enterprises 
are afraid in the face of difficulties and generally consider readjustment as 
purely on the eurface. To deal with this kind of situation, the municipal 
committee and government promptly organized cadres and staff workers of the whole 
municipality to etudy earnestly the documents of the Central Committee work 
conference, further gain an overall understanding of the readjustment policy to 
enable everyone to be clear and definite about the present situation and task, be 
inepired by revolutionary enthusiasm, coneciously share the burdens with the state, 
overcome temporary difficulties, and strive to develop production. 


Furthermore, the leading economic departments of the municipality did a good job 
in the rational allocation and use of energy. According to the state assigned 
plan, in the first quarter of thie year the daily gas supply in the whole 
municipality was 240,000 cubic meters lees than last year. They changed the 
former haphazard method of energy use and dealt with the varying circumstances 

of enterprises and commodities by maintaining, expanding or reducing ae necessary. 
For instance, salt and carbon black are goods in abundant supply requiring high 
energy consumption, and the natural gas supply for them was reduced 200,000 cubic 
meters. After close examination and changes, some enterprises with greater 
potential for conservation also reduced some of their energy sources. Gas supply 
for goods in short supply in the electronics and light chemical industries, key 
commodities such as soda ash and chemical fertilizer, export commodities such as 
ammonium paratungestate and tungsten trioxide, and contract commodities such as 
welding electrodes should be firmly safeguarded or even increased in some cases. 


As a result of this, the output value of the electronics industry in the whole 
municipality in January and February increased by 177 and 39.55 percent respec- 
tively over the same periods lest year, The output value of enterprises 
subordinate to one light industrial bureau increased by 99 and 75.57 percent 
respectively. The proporcion of these enterprises in the total industrial 

output value of the whole municipality was not great, but because of market 

needs they had speedy development and strong vitality after vigorous support 

was given to them. In the southwest, they are the sole supplier of soda ash, a 
key commodity which is urgently needed by numerous industrial departments. Through 
rational allocation and conservation of energy, its output in January and February 
increased by 35 and 26.84 percent respectively over last year. 
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BRIEFS 


HENAN COAL~-In the firet quarter of this year, the amount of capital con- 
atruction work completed on the coal industrial front in Henan increased 

by 30 percent over the corresponding period of last year. There are 5 large 
and medium projecte on the provincial coal front under construction this year 
as well as 25 emali-scale projects. These projects will have a total coal 
output of 6.3 million tons. [Zhengzhou Henan Provincial Service in Mandarin 
1100 GMT 19 Apr 61 HK) 


GUIZHOU COAL CONFERENCE--The Guizhou provincial conference on coal production 
decided to increase the output of coal by 500,000 tons this year. In 
announcing this, GUIZHOU RIBAO added a short commentary which disclosed 

that the Ministry of Coal Industry has demanded that the whole country 
produce 600 million tons this year. This is a glorious task for the staff 
and workers of the coal industry. Guizhou aleo supplies coal to the 
industrial departments in Guangdong, Guangxi, Sichuan and Yunnan. It is 
expected that the province will suffer a reduction of 100,000 tons of coal 
this year due to railway transport problems. [Guiyang Guizhou Provincial 
Service in Mandarin 2315 GMT 20 Apr 81 HK) 


XINJLANG HYDROELECTRIC POWER STATIONS--Urumgi, 17 Apr (XINHUA)--There are 
now 540 small hydroelectric power stations in Xinjiang's agricultural and 
animal husbandry areas. With a combined installed capacity of nearly 
70,000 kw, these small power stations can generate a total of more than 
100 million kwh of electricity a year. At present, over 90 percent of the 
counties and over 70 percent of the communes in the region have their 

own small hydroelectric power station. [Beijing XINHUA Domestic Service 
in Chinese 0018 GMT 17 Apr 861 OW) 


SHANGHAI ENERGY CONSERVATION--The Shanghai Municipal Economic and Planning 
Commissions and the municipal trade union council on 11 April jointly 
sponsored a municipal conference on energy conservation. The conference 
commended advanced units in energy conservation and called for the further 
strengthening of the management of energy resources, readjusting of production 
organization, stepping up of technical innovations and improvement in 
equipment, continuing to collect and use residual heat and continuing to 
eave oil. [0W141405 Shanghai City Service in Mandarin 1130 GMT 11 Apr 81 OW) 




















SOUTH CHINA SEA SYSTEM--The $9 milliin data processing system, which the 
South China Sea Branch Company of the (hinese Petroleum Company ordered from 
France, had al) arrived by the end of January. Inetallation of the system 
is planned to be completed in the first quarter of thie year, Trial produc- 
tion will begin in the second quarter. The system will be officially put 
into production in the third quarter, Thies data processing system includes 
selemometrical processing equipment, earthquake forecasting equipment, 
equipment for providing biotechnological diagrams, inepection equipment, 
supporting equipment and site equipment, Apart from processing earthquake 
data, the syetem can aleo be used for opening up oilfields, building platforms 
and other ecientific calculations in industrial and agricultural production, 


(HK110842 Guangshou Guangdong Provincial Service in Mandarin 1120 GMT 
8 Mar 61 HK) 


JLANGSU MARSH GAS~-China's firet single-fuel 8-kilowatt marsh gas experimental 
power station has been built in Wujin County, Jiangeu. This key state 
scientific research project was assigned by the Power Ministry and jointly 
designed and manufactured by the provincial marsh gas research institute, 

the Wujin diesel engine plant and the Wujin electrical machinery plant. The 
exper imental power station is composed of a marsh gas pit, a gas storage 
cabinet and a mareh gas power generating set. On completion, each cubic 
meter of marsh gas will generate 1.5 kwh of electricity when it contains 

62 percent methane. The compact and inexpensive device may have wide applica- 
tion in rural and remote mountainous areas. [Nanjing Jiangsu Provincial 
Service in Mandarin 1100 GMT 24 Apr 61 OW) 
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MINERAL RESOURCES 


XINJLANG GOLD PRODUCTION MEETING--Urumqi, 28 Apr (XINHUA)--Recently the 
Xinjiang Regional People's Government has held a meeting to formulate 

this year's gold production plan, It was decided that in addition to 

the work of the gold-mining department, the masses be mobilized on an 
extensive scale to go out to mine gold so as to make a breakthrough in 

the region's gold production. Xinjiang is rich in gold, especially 

in alluvial form. Now gold deposits have been found in 56 counties of 

the region. [Beijing XINHUA Domestic Service in Chinese 0015 GMT 28 Apr 81 OW) 
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INDUSTRY 


JOURNAL CARRIES REPORT ON STEEL MILLS 


HK122331 Beijing JINGJI YANJIU [ECONOMIC RESEARCH) in Chinese No 3, 20 Mar 81 
pp 21-27, 76 


[Article by Ding Hua [0002 5478] of the Office of Economic Research on Capital 
Construction of the State Construction Commission: "A Basic Cause of Poor Results 
of Investment Lies in the Economic Management System--Report of an Investigation 
of the Iron and Steel Works of the Municipality of Huangshi") 


[Text] Editor's note: An investigation report is a very good method of presenting 
the results of theoretical economic research. There has been a popular view that 
articles in the form of theoretical expositions must be superior in quality and 
~-ademic value to articles in the form of investigation reports. This view is 
‘sided. The subject of a good investigation :eport embodies both theoretical 
uid practical significance. Its author will realistically collect and sort out 
1 large quantity of information, employ the Marxist viewpoint to perform specific 
and in-depth analysis, and then put forward his views, suggestions or academic 
‘deas. Such views and ideas often call for deep thought and are often creative. 
»- believe that good iuvestigation reports will be welcomed by readers. In future 
our journal will devote more space to investigation reports. [End editor's note] 


Huangshi is a new industrial town in Hubei with a population of nearly 400,000. 

Since the founding of the PRC, four iron and steel mills have been built in Huangshi. 
‘hey are the Daye [1129 0396] Steel Works, which is a national enterprise; the 

Xialu [0007 7120] Steel Works, which is a provincial enterprise; the Second 

Huangshi [7806 4258] Steel Works, which is a municipal enterprise, and the Daye 
[1129 0396] County Steel Works, which is run by a suburban county. There is also 

a municipai iron works. Thus, in a medium-sized city, there are altogether four 
iron and steel mills, under ownership by the whole people, which are not linked 

up and coordinated. We have recently conducted an investigation into the economic 
results of investment in the four iron and steel mills. 


I 


The four iron and steel mills in Huangshi differ in their conditions, and their 
economic results differ conspicuously. The Daye Steel Works is a modified and 
expanded old factory, and the other three local iron and steel mills were built 
during the "Great Leap Forward" period and during the "decade of Uaval." The 

sonomic results of the latter are poorer th ose of the former, but each of 
the four mills has numerous problems and difficulties. 











Economically it is relatively rational to operate iron and steel works in Huangehi 
because of ite proximity to mineral resources, convenient transportation by land 
and water, and ite other relatively good conditions, In the vicinity of Huangshi, 
various mines extend over scores of miles and there are abundant mineral resources 
such as iron, copper, coal, limestone and eo. Daye was very famous in history. 

In 1890, Zhang Zhidong set up the Daye iron mine here. The Hanyeping Company, 
established in 1896, was composed of the iron mine at Daye, the coal mine at 
Pingxiang, and the steel worke in Hanyang. After liberation, the Daye Steel Works 
was established by modifying some old plants. The main items of equipment, the key 
members of the technical personnel and the chief management cadres of the Dalian 
Special Steel Company were transferred to thie steel works. From 1950 to 1979, 
the estate allocated a total of 363.71 million yuan to this steel works, “hich 
included an investment of 362.33 million yuan, of which 356.93 million yuan were 
used to make available assete with an annual productive capacity of 500,000 tons. 
The average amount of investment per ton of ste@l was 724.66 yuan. At present, 
the staff comprises 21,000 persons. 


Since ite modification and expansion, the Daye Steel Works has not produced iron 
but has instead turned out special varieties of steel and superior quality steel 
(whereas before liberation iron, not steel, was produced here). The raw materials 
and other materials needed have been allocated and supplied by the Ministry of 
Metallurgical Industry. The first phase expansion project was carried out from 
1954 to 1958, with a designed scale appropriate to an annual output of 336,000 
tons, and with an actual investment of 152,62 million yuan. During that period the 
economic results were rather good and the investment per ton of steel was 454 yuan. 
However, during the "Great Leap Forward" period, the output of steel rose abruptly 
from 200,000 tons in 1958 to 430,000 tons in 1959, and then drepped abruptly, with 
losses occurring in consecutive years. In 3 years, the deficits totaled 72.31 
million yuan, equivalent to half of the total expansion investment. After i971, 
this enterprise based its efforts on tapping potentials, innovation and modification 
and achieved relatively good economic results. In 1973, when the second phase 
expansion project was accomplished, the annual output of steel attained 510,000 
tons. The cost of expansion was merely 30 million yuan, whereas the investment 
needed for building a new steel mill with an annual output of 200,000 tons would 
be 200 million yuan. Thus, the correct orientation and method of development are 
to go all out to tap the potentials of, effect innovations in and modify the old 
iron and steel works. 


This point can also be verified by comprehensively examining the economic results 

of Daye Steel Works over the past 30 years. From 1950 to 1979, the Daye Steel 

Works produced a total of 8,271,554 toms of steel, including 5,788,756 tons of 

steel products, with a total value of 5,839.37 million yuan. The profits amounted 
to 1,373.73 million yuan and the tax payments totaled 448.48 million yuan. The 

sum of profits and tax payments over the 3 years was 1,822.21 million yuan, 5 

times state's investment. That is, the average period for this steel mill to recover 
its investment was 6 year~ 


The economic results of Daye Steel Works in 1979 were: it produced 454,800 tons 

of steel, including 349,700 tons of steel products. The total value of its output 
was 354.49 million yuan. Its profits were 95.78 million yuan and ite tax payments 
were 29.62 million yuan. (These figures were below the previous best levels.) 
Therefore, the annual profit rate was 26.83 percent of the value of the fixed assets, 
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and the annual output wae 99.32 percent of the value of the fixed assets. The 
profite were 27,02 percent of the value of the annual output. The average cost of 
a ton of eteel was 503.72 yuan. 


The costs of and profite from each ton of various steel products of Daye Steel 
Works in 1979 are tabulated below. (The figures are in yuan.) 





Name of Product Coat Selling Price Profits Taxes 
Structural carbon-steel 437 608 122 49 
Tool carbon-steel 524 756 172 60 
Structural alloy-steel 629 1,028 317 ~ 
Tool alloy-steel 1,300 2,351 863 188 
Ball-bearing steel 622 1,265 542 101 
Spring stee) 562 932 295 75 
High-speed tool steel 6, 386 9,488 2,343 759 
Stainless steel 3, 208 3, 848 332 308 


The above information shows that the Daye Steel Works, which was developed by 
modifying, expanding, tapping the potentials of and effecting innovations in the 
old plants, has secured an insured supply of raw materials and other materials 
from the Ministry of Metallurgical Industry, and has yielded relatively high 

and steady profite in producing superior quality steel and steel products. At 
present, the main problems of this steel works are: 1) the lack of balance between 
smelting and processing--its electric furnaces can produce 500,000 tons of steel 
inmially, but ite capacity for processing steel products is only 340,000 tons; 

) the Lack of balance between principal and s: beidiary production processes, and 
on inadequate supply of steam and coal gas; 3) the urgent need to renew and modify 
the structure and equipment of the main workshop (the second smelting worshop). 
These problems affect the improvement of the economic results. 


-he conditions and economic results of the three local steel mills are poorer 
than those of the Daye Steel Works. 


The Xialu Steel Works is the largest of the local steel mills. Its investment was 
rather substantial and its economic results are rather poor. Built in 1958, it 

wa originally called the Huangshi Steel Works, and it later became a branch of 

the Daye Steel Works. In 1961, production was discontinued in this mill. In 

1966, it was taken over by the Metallurgical Industry Bureau of Hubei Province and 
subsequent ly expanded. The planned targets required it to produce annually 105,000 
tons of steel, 82,200 tons of high-quality alloy steel products, 106,500 tons of 
pig iron, 160,000 tons of sintered ores and 103,000 tons of coke. The total 
investment was 110.61 million yuan and the amount of investment per ton of steel 
was 1,053.51 yuan. At the end of 1979, the investment had amounted te 63.459 
million yuan and the fixed assets were valued at 57.26 million yuan. The annual 
productive capacity is 100,000 tons of coke, 100,000 tons of sintered ores, 75,000 
tons of smelted iron, 54,000 tons of smelted steel and 100,000 tons of rolled steel. 
The average amount of investment per ton of steel (calculated on the basis of the 
productive capacity in steelmaking) was 1,175.17 yuan. The staff presently consists 
of 5,413 persons. 
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The construction of the Xialu Steel Works took a long time. The profite of this 
steel works are poor. By 1979, 13 years after construction etarted, only 52 percent 
of the whole project, measured in terme of the amount of investment, had been 
completed. At this rate, it would take 26 years to build thie medium-sized iron 
and steel works. This steel works carries out production ase ite construction 
proceeds, Its losses have been large and ite profite emall. From 1966 to 1979, 

the cumulative value of its output was 249,38 million yuan. From 1966 to 1977, 
cumulative losses totaled 43,911,600 yuan. In 1978 to 1979, it earned a profit 

of 1,928 million yuan and ite tax payments to the higher authorities amounted to 
5,564,900 yuan. In 1979, it produced 103,000 tons of coke, 75,000 tone of pig 

iron, 54,000 tone of steel and 43,000 tons of steel products, and ite total value 
of output was 47.85 million yuan, ite profite were 427,000 yuan and its tax payments 
were 294,000 yuan. Thus, ite annual profit rate was 0.75 percent of the value of 
its fixed assets or 0.89 percent of ite output value, and its output value was 

83.57 percent of the value of ite fixed assets. The cost of each ton of steel was 
estimated to be 872.76 yuan (if the annual steel output was taken as 54,000 tons). 


In 1979, the real unit costs of the products of the Xialu Steel Works were overly 
high: 97.25 yuan for coke, 211.7 yuan for pig iron, 492.49 yuan for structural 
carbon-steel and 721.08 yuan for flat spring steel. 


The following are the principal problems and difficulties of the Xialu Steel Works 
at present. 


1. The problem of the sources of ores: the steel works has two 100 cubic meter 
blast furnaces, which need a total of 200,000 tons of ore each year. The ore 
comes from mines run by the counties and communes, which supply only 70,000 to 
100,000 tons of ore a year. There are 19 mines spread over 27 different mountains. 
No mine provides a fixed quantity of ore each year. The ore is of poor quality. 


2. Supplies of steel scrap, and in particular of heavy oils, are short. 


3. The steel smelting and cogging capacity is high but the rolling capacity is 
low. 


The Second Huangshi Steel Works, which is run by the municipal authorities, has 
poor conditions, great difficulties and poor economic results. 





The construction of the Second Huangshi Steel Works began in 1968. The planned 
productive capacity is 10,000 tons of steel and 100,000 tons of rolled steel per 
year. Up to 1979, the total allocated funds were 23.68 million yuan, the accomp- 
lished investment was 21.48 million yuan, and the value of the fixed assets 
available for use was 15.67 million yuan (excluding the 1.53 million yuan allocated 
for the fixed assets without compensation). The present annual productive capacity 
includes 25,000 tons of steel, 120,000 tons of steel products, 4,000 tons of 
silicon iron and 120,000 square meters of steel window frames. The average 
investment per ton of steel was 859.2 yuan (calculated on the basis of the steel 
producing capacity). At present, the staff consists of 3,108 persons. 


Since the steel works went into production in 1972, it has cumulatively produced 
61,455 tons of steel, 246,297 tons of rolled steel and 13,414 tons of silicon iron, 
and the value of its total output is 149.167 million yuan, its profits have totaled 
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6.115 million yuan, while ita losses have amounted to 4.021 million yuan, and it 

has paid 6,821 million yuan in tax to higher authority. In 1979, it produced 

11,573 tone of steel, 62,709 tone of rolled steel and 2,075 tons of silicon iron, 
with a total value of 41.809 million yuan, Ite profite were 3.59 million yuan, 

ite tax payments totaled 2,029 million yuan, ite annual profit rate was 20.97 
percent of the value of ite fixed assets, ite annual output was 243 percent of the 
value of ite fixed assets, and ite profite were 8.59 percent of ite output value. 
The cost of steel was 365 yuan per ton, the cost of rolled steel was 462.3 yuan 

per ton and the cost of silicon iron was 1,099 yuan. The electric furnaces consumed 
824 kwh of power per ton of ateel, and the silicon iron furnaces consumed 10,322 kwh 
per ton of silicon iron. In producing 1 ton of rolled steel products, 80 kilograms 
of oil are consumed. The princ.pal products of thie mill are processed steel 
products and steel window frames. The overall labor productivity was 12,740 yuan 
per worker. 


The Second Huangehi Steel Works is an example of blind construction and blind 
production. It faces numerous difficulties. An old factory manager of this mill 
said: "The products are produced aimlessly, the equipment is incomplete, sources 
of row materiale are lacking and there are no outlets for selling the products." 
Today this situation still prevails. At present, the major problems are the 
following: 1) the rolling capacity is larger than the steel smelting capacity. 
The current annual steel output is 25,000 tens, and the rolling capacity is 
120,000 to 140,000 tons. There are no regular sources of steel as a raw material 
2) There is an inadequate supply of used steel, pig iron, alloy magnesia, electrodes, 
refractory materials and so on, which are necessary for steel smelting. Therefore, 
se steel works can at most produce 12,000 tons cof steel annually. 3) There are 
) regular sources of large quantities of coa) for rolling steel, coke for smelting 
ilicon iron and so on. 4) Steel products are overstocked and silicon iron is 
unsaleable. These difficulties and problems gravely affect the economic results. 





‘inally, the Daye County Tron and Steel Works is a small mill which carries out 
iron smelting and the rolling of steel products, but not steel smelting. Its 
construction began in 1970, and by the end of 1979, its allocated funds (including 
funds raised by itself) had totaled 5,626,600 yuan, its accomplished investment had 
amounted to 5.62 million yuan and the value of its fixed assets was 4.95 million 
yuan. The annual productive capacity was 10,000 tons of pig iron and 20,000 tons 
of steel products. At present, it has a 13 cubic meter blast furnace and 300 m/m 
rolling mill. Its staff consists of 743 persons and whole premises occupy an area 
of 200 mu. 


This Lron and steel works is near an iron mine. It uses rich ores (graded 61 
percent or above) for iron smelting. Visitors to this mill said: "You are not 
smelting iron. You are just melting iron.” Since 1971, this mill has produced 
22,998 tons of pig iron and 47,657 tons of steel products, and the value of its 
total output is 25,553,800 yuan, its profits have added up to 3,168,600 yuan, its 
deficits have amounted to 2.005 million yuan and its tax payments have totaled 
1.597 million yuan. In 1979, its output of pig ircn was 8,024 tons, its output of 
steel products was 20,099 tons, the value of its total output was 10.497 million 
yuan, its profits were 2,328,900 yuan and its tax payments were 916,900 yuan. 

In 1979, its profits represented 47.05 percent of the value of its fixed assets 

or 22.19 percent of its annual output, and its r.unual output value was 212.06 
percent of the value of its fixed assets. 1... cost of pig iron was 226.88 yuan per 











a 


ton, with a loss of 89 yuan per ton. The cost of stee! products was 442,08 yuan 
per ton, with a profit of 69.56 yuan per ton. This will has struggled hard and 
paid great attention to tapping potentials, innovations and modification. Since 
1979, it has turned losses into profite and ite economic results have gradually 
improved, 


In addition, there is also a municipal iron smelting plant which was converted 

from a phosphate fertilizer factory a few years ago. It has a staff of 788 persons, 
It produces cast iron and ite products have been overstocked. It has sustained 
losses year after year. 


To sum up, we can see that on the basis of the cumulative figures at the end of 
1979, the results of investment have been poorer for the local iron and steel 
works than for the national iron and steel mill. The figures are tabulated below. 


Daye Xialu Huangshi Daye County 

Number of staff members 21,000 5,413 3,108 743 
Cumulative investment 

(million yuan) 362.33 63.459 23.68 5.62 
Value of fixed assets 

(million yuan) 356.93 57.26 15.67 4,95 
Average investment per ton 

of steel (yuan) 724.64 1,175.17 859.2 -- 
Cumulative output value 

(million yuan) 5,839.37 249. 38 149.167 25.5538 
Sum of cumulative profits 

and tax payments 

(million yuan) 1,822.21 7.4929 12.936 4.7656 


According to these figures, the total investment in the three local iron and steel 
works was 92.759 million yuan, which was 26.03 percent of the investment in the Daye 
Steel Works. The total number of staff members of the three local mills was 44 
percent of that of the Daye Steel Works. However, the total value of the fixed 
assets of the former was just 21.82 percent of that of the latter. The combined 
total output value of the former was merely 7.26 percent of the output value of 

the latter. The combined total profits and tax payments (accumulation funds 

handed over to the state) of the former were even less, amounting to merely 1.38 
percent of those of the latter. 





In 1979 alone, the economic results of the three local mills were also poorer than 
those of the Daye Steel Works, as indicated by the table below (showing 1979 figures 





only). 
Daye Xialu Huangshi Daye County 
Total output value (million yuan) 354.49 47.85 41.809 10.497 
Sum of taxes and profits 
(million yuan) 125.40 0.721 5.619 3.2458 


Annual profit rate as a percen- 

tage of the value of fixed 

assets (percent) 26.83 0.75 20.97 47.05 
Ratio of annual output value 

to value of fixed assets 

(percent) 99.32 83.57 243 212.06 
Annual profit rate as a percen- 

tage of annual output value 

(percent) 27.02 0.89 8.59 22.19 
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Similarly, in 1979 the combined total output value of the three local mills was 
26.1 percent of the output value of the Daye Steel Works, and the combined total 
profite and tax payments of the former amounted to 7.64 percent of the combined 
profits and tax payments of the latter. The former three mille also had low 
profit rates. In particular, the profit rate of the Xialu Steel Works was lowest. 


Il 


There are many reasons why investment in the local iron and steel works in the 
Huangshi area yielded poor economic results. The immediate reasons lie in blind 
and redundant construction, attempts to build "small and complete" or "large and 
complete" en erprises, and blind production, as well as the lack of coordination 
among production, supply and marketing. 


l. Let us discuss the problem of blind and redundant construction. All the three 
locally-run steel mills have endeavored to install rolling machines and develop 
steel rolling. Each of them has ite own rolling machinery. The Second Huang: i 
Steel Works and the Daye County Steel Works already had excess steel-rolling 
capacity, but the Xialu Steel Works still wanted to install new rolling machinery. 
The Xialu Steel Works already has two sets of cogging rolling machines and does 
not have sufficient production tasks, but the Daye County Steel Works is installing 
a new cogging rolling machine. The Xialu Steel Works has initially developed 
comprehensive production capabilities ranging from sintering and coking to iron 
smelting, and from steel smelting and cogging to rolling steel products. Its 
‘teel smelting capacity has not attained the planned target. However, the Second 

angshi Steel Works and the Huangshi Iron works intend to build their own new 
steel smelting furnaces. Although it is redundant enough to build three mills, 
people are still redundantly building additional sets of the types of equipment 
whose capacity is excessive. Thus, the limited financial and material resources 
are being scattered. Even if the newly-built redundant equipment is forced into 
;roduction, there will still be a problem of "making bricks without straw." On 
the whole, such redundant construction needs a great deal of resources but yields 
little in return. 


2, “Small and complete" as well as “large and complete" enterprises have continued 
to be established. There are large, medium-sized and small enterprises among the 
four steel works of Huangshi. However, they are not linked up or coordinated. 

Each of them tries to acquire complete sets of equipment and vigorously strives 

for completeness. Just taking the machinery repairing and transport facilities 

of the mills as an example, the Daye Steel Works possesses 12 locomotives, over 

50 kilometers of private railroad and 150 cars, and the Xialu Steel Works owns 

4 locomotives, over 60 railways cars, 7 kilometers of private railroad and over 

90 vehicles, with each of its workshops directly accessible by rail. The Second 
Huangshi Steel Works and the Daye County Steel Works each has < iocomotives and 

5 to 10 cars. The steel works in the urban area are not far from one another, but 
each of them wants to have its own transport facilities, which surpass actual needs. 
Thus, the waste is great. Similarly, each mill has its own set of machinery repair 
equipment and strives for completeness and size. The Xialu Steel Works annually 
produces only some 50,000 tons of steel (and its planned capacity is 100,000 tons), 
but its machinery repair equipment is capable of servicing a set of 500,000-ton : 
steel-smelting equipment. Each steel works *:° very big machinery repair workshops, 
which often have too few tasks to perform, so that the equipment utilization ratio 
is very low and much of the equipment lies idle. 
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Moreover, each of the local steel works has the problem that its equipment does 
not form complete sets, Each of them is eagerly attempting to install additional 
equipment, Although there is redundancy, each strives for forming complete sets. 
Thie increases the shortage of and difficulties concerning financial and material 
resources. 


3. There are problems of blind production and incompatibility between production, 
supply and marketing. Blindness in production is closely related to blindness 

in construction, All the local steel works if Huangshi are capable of rolling 
steel products and their combined rolling capacity reaches 400,000 tons, but their 
rolled steel products are not satisfactory in product variety and specifications, 
are consequently overstocked, and can hardly satisfy practical needs. In 1979, 
the municipality consumed 26,000 tons of steel products (including 20,000 tons of 
ordinary steel products), but only 1,500 tons of steel products produced by the 
local steel works were usable, which accounted for only 6 percent of the quantity 
of steel products needed, so that 94 percent of the required steel products had 

to be obtained from other localities. Steel billets were purchased from the 

steel works of other localities, processed into the required steel products at 
Guangzhou or Echeng, and then transported to Huangshi. The processing and transport 
costs made the prices of the steel products 160 yuan per ton higher than the prices 
of steel products allocated by the state, 


Because of blind construction and production, incompleteness of equipment as well 
as impracticality in production, supply and marketing, the existing production 
capacity cannot be fully exploited and products are overstocked. Sometimes even 
simple reproduction cannot be maintained. The economic results continue to 
deteriorate. 


111 


The blindness and redundancy in the construction of the iron and steel industry 
of Huangshi, as well as the poor economic results of investment, are basically 
due to the existing irrational economic management system. 





1. In running enterprises, the departmental and various local administrative 
bodies scramble for benefits and disregard the interests of various other parties. 


The central authorities and the government administrative bodies at four different 
levels are all running iron and steel enterprises in Huangshi. Why do they do so 
even though this obviously amounts to redundant construction? It is because the 
departments under the central authorites disregard local economic interests in 

— ,tablishing the enterprise in the locality and increasing the burdens of the 
locality. The local governmental bodies at all levels act in similar fashion in 
running their own enterprises. 


The Daye Steel Works is an old enterprise. After liberation, the central authorities 
injected investment for its modification and expansion. Its steel output increased 
from 5,109 tons in 1950 to 454,800 tons in 1979, 90-fold increase. Its profits 
increased by 57 times from 1.66 million yuan in 1950 to 96.69 million yuan in 

1979. However, all its profits and products were handed over to the state and the 
locality did not gain any economic benefits. Therefore, the Hubei provincial 
authorities built their own Xialu Steel Works in Huangshi. From 1966 to 1979, 
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an investment of 40,80 million yuan was injected, This steel works carried out 
production while construction was going on. However, it sustained losses year 
after year. What could be done? The provincial authorities decided to hand over 
the products to the higher authorities but to shift the burden of the losses to the 
lower authorities by transferring the financial responsibilities to the municipality 
of Huangshi, which consequently had to bear the losses. That is, “the products 
are ours and the losses are yours.” From 1966 to 1977 the cumulative losses were 
43.91 million yuan, which exceeded the investment. Huangshi was specialized in 
steel production, but steel was not available to the locality, and therefore the 
municipal government set up its own steel works, the Second Huangshi Steel Works, 
in the neighborhood of the national and provincial steel mille. Similarly, the 
municipal authorities did not care about the interests of the suburban counties. 
In Daye County there are iron mines, but the county lacked a supply of iron and 
steel, In the past, the county needed 3,000 tons of pig iron annually, but the 
higher authorities only allocated it 300 tons. Therefore, the county government 
resolved to set up its own iron and steel works. In this way, redundant construction 
has occurred, The leading comrades of the municipal and county authorities told 
us that they had to operate their own iron and steel works even though they knew 
this would incur losses. The system "forced people to build" these mills. Some 
comrades criticized the existing economic management system as a reflection of the 
"fear that the localities would benefit" and the "fear that the localities would 
become well off." The enterprises just serve as the subsidiary bodies of the 
administrative bodies at various levels. The power of the enterprises to act on 
their own, which should be due to them, is not respected. They are practically 
owned by the relevant departments of local authorities. According to the comrades 
' the local authorities and the enterprises, if the economy is to be enlivened 
wd if the economic results of investment are co be improved, the enterprises must 
be freed from the trammels of ownership by the departments or local authorities, 
things must be done according to economic laws, and the relationships among the 
economic interests of the state, the local authorities and the enterprises must 
be handled satisfactorily. Only thus will we be able to promote the development 
o. the productive force. 


The phenomenon of redundant construction, which people are "forced to carry out" 
because of the defects of the economic management system, is quite widespread in 
duangshi. Aside from the above example of administrative bodies at four different 
levels running their own iron and steel works, there are various cement plants 
which are operated by the authorities at five different levels. Aside from the 
Huaxin Cement Works, which is a large enterprise run by *he central authorities, 
there are 23 other cement plants operated by the provincial, municipal, county and 
commune authorities and by the armed forces. Various authorities at different 
levels also operate their own mines. Not only is there redundancy, but the mineral 
resources are damaged because of indiscriminate and lavish mining. Because of 
redundant construction, there is intense competition for undervaking projects, for 
investment funds, for raw materials of heavy industries, for equipment and for 
energy resources, so that the economic results of investment are seriously affected. 
These are the inevitable consequences of the fact hat the administrative bodies 
at various levels operate their own enterprises, are overly preoccupied with 

their own benefits and do not pay attention to the interests of various other 
paries. 
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’, Enterprise management and economic management are based on administrative systems 
and administrative levels. Closed systems are consequently formed, 


Various departments and local authorities take the enterprises as “their own" 

(they emphasize: “Our benefits," “our authority"). They set up their own inde- 
pendent, closed systews and reject contacts with other unite. They want to change 
their enterprises into “omnipotent factories" which are self-sufficient and need 
no assistance from outside. Thus, the horizental economic links among various 
industries or localities or enterprises have been severed. Consequently, there 
are now many “emall and complete” and “large and complete" enterprises. In our 
investigation, we heard some comrades talking excitedly of these “small and complete" 
enterprises. They said: “Today we are small and complete, and tomorrow we will 
be medium-sized and complete or large and complete." It sounde ae if thie is 
something quite advanced. Actually, “small and complete" enterprises are a product 
of the ideology of natural economy. They are backward things that go against the 
objective requirements of socialized large-scale production. There are also some 
comrades who bitterly complain about these “small and complete" enterprises and who 
feel they can hardly put up with them. Years of past experiences of various local 
Huangshi iron and steel works in operating “emall and complete" enterprises, as 
well as the present state of affairs, have fully verified that efforts to achieve 
a higher degree of completeness will only bring about greater waste and more 
serious incompleteness. No efforts, however intensive, can bring about complete- 
ness. Each of the iron and steel works of Huangshi acts in its own way. They do 
not practice division of labor by specializing in different products. There is 

no coordination in their production. Their equipment does not form complete sets. 
Some of them have the right equipment but cannot carry out production and must 
depen’ on “begging for" various resources. It is impossible, unfeasible and 
unnecessary for any iron and steel works to achieve completeness and absolute 
self-sufficiency in its equipment, technology and products. In socialized large- 
scale production and in building modernization, we must break free from the 
trammels of the barriers between various departments, localities or occupations, 
and we must practice the principle of coordination among specialized units. Only 
thue will we be able to cure the chronic disease of the “small and complete" and 
“large and complete" ideology, and to radically alter the present passive situation 
characterized by poor economic results. 


Basing economic management on administrative systems and administrative levels, 
with the setting up of closed systems, also results in the predicament of an 
artificially-created incompatibility among production, supply and marketing. The 
Second Huangshi Steel Works is in this predicament. It has two electric furnaces 
with a total steel smelting capacity of 20,000 tons. The principal raw material 
is steel scrap. However, in Huangshi, only 6,000 to 8,000 tons of steel scrap can 
be recovered. Therefore, there are no major reliable source of raw materials. 

The steel works has four sets of rolling machines with a capacity of 100,000 tons. 
However, there are no regular suppliers of steel billets and the discrepancy 
between production and supply of materials is too large. The municipality itself 
consumes only a few thousand tons of the 60,000 or more tons of steel products 
produced by the steel works, which is, however, not permitted to sell the remaining 
portion on its own. One of its products, silicon iron, whose production consumes 
a huge quantity of electric power, is also unsaleable. If an enterprise becomes 

a subsidiary body of some administrative agency, then all its economic activities 
must be determined by its superior administrative agency in charge, and things 
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must be done simply according to administrative orders without any attention to 
economic resulte, The Huangehi Municipal Iron Works is under the Municipal Bureau 
of Metallurgical Industry. Through all the past years, ite product, cast iron, 

has been overstocked and it has been unable to solve the marketing problem. 
llowever, the products of a saucepan factory in Huangehi, which is under the 
Municipal Bureau of Light Industry, are in great demand, so that this factory 
urgently needs cast iron, but it is unable to secure a regular supply of thie raw 
material, The Provincial Bureau of Metallurgical Industry only permitted this 
factory to use the iron produced by the Echeng Steel Works, which is a long way 
from Huangehi. The factory could only reluctantly try to irrationally secure a 
supply from this distant source, but this was in vain, because the Echeng Steel 
Works does not supply iron. There was a suggestion that the municipal iron worke 
and the saucepan factory could be merged or integrated, so that the problems of 
both enterprises in production, supply and marketing could be solved, and moreover, 
the varieties of products could be inereased, product quality could be improved, 
the consumption of energy resources could be cut drastically, intermediary processes 
as well as transport costs could be reduced, production costs could be lowered and 
economic results could be improved. However, because the two enterprises are under 
separate administrative bodies, it has been difficult to rationalize production, 
supply and marketing. 


Factual evidence has proven that basing economic management on administrative systems 
and administrative divisions and setting up closed systems are practices incompa- 
tible with the conditions of socialist commodity economy. Such practices restrict 
the development of the productive force, block the channels of circulation, lead 

o huge consumption of funds, materials, energy resources and manpower, and yield 
unly meager benefits. 


3. The system of management by planning is neither scientific nor sound, and 
seriously affects economic results. 


In the present stage of our country's socialist economy, we should pay attention 
to bringing the role of the market into play under the guidance of state planning. 
Only thus will we be able to achieve good economic results. Factual evidence has 
proven that simplistic regulation of planning mechanism which operates from the 
iigher to the lower levels, as well as an excessive number of overly-detailed 
directive targets, are incompatible with the complexity and flexibility of economic 
activities, and readily cause and promote bureaucratic practices in and blind 
direction by administrative bodies. Moreover, the system of management by planning 
is neither scientific nor sound. Comprehensive equilibrium has been disregarded 
in planning. There has been a high degree of blindness and randomness in relying 
on annual plans in the absence of steady, clearcut long term plans to provide 
guidance. The comrades of various unite in Huangshi have strong opinions about 
these phenomena. In particular, they have complained most vigurously about the 
capital construction plans. Every year, there has been vast inadequacy in invest- 
ment and allocation of material resources in capital construction. 78 have 
been done without attention to actual circumstance. and in violation of objective 
economic laws. Every year, the “leveliing method" his been adopted in investment 
(characterized by uniform growth according to a single index), the "slicing method” 
has been adopted in allocating material resources (aimed at assigning responsi- 
bilities for completing large scale projects ‘r sisregard for actual needs), the 
“conjuring method" has been adopted in startiug or discontinuing projects (playing 
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all sorte of tricks in the seramble to start projects), and the “method of putting 
the cart before the horse" has been adopted in determining the time limite for 
conetruction projects (that is, to determine the time limit for completing a 
project and then on thie basie calculate the amount of work to be done), hecause 
of this way of planning, construction projects and enterprises could neither be 
started nor abandoned. Some comrades said that thie way of planning capital 
construction is “overly destructive." The construction of the Xialu Steel Works 

is an example of these errors. Sinee 1966, a amall quantity of “pepper powder" 

has been sprayed “over a large surface" each year in ite capital construction 
investment. Conetruction work has proceeded in fite and starts. In 1974, 8 years 
after the construction of the enterprise started, the plan concerning construction 
taske was approved, The preliminary extension echeme has still not been examined 
and approved even now. What is called carrying out production as construction work 
progresses actually amounts to production and capital construction displacing each 
other, so that neither production nor capital construction can be promoted. The 
construction of the Second Huangehi Steel Works was similarly subjectively decided 
upon and blindly started. Its early completion was eagerly hoped for. On 

28 March 1970 it was resolved to build the mill, which was required to start 
production on "May Day" the same year in order to greet the festival. Subsequently, 
all the progress in constructing this mill has been planned on the basis of 
“greeting festivals." Today, 10 years after construction began, 21.48 million 
yuan has been invested, but everything is in disorder and about half of ite 
productive capacity is unused. Vast gaps have remained in capital construction, 
which must be filled by "raising funds through one's own efforts," and this way of 
raising funds has become a "natural task." This way of organizing construction and 
production is a waste of time, money and manpower. Satisfactory economic results 
are out of the question. 





4. The state assumed responsibility for income and expenditures, and monopolized 
purchase and marketing, so that the enterprises did not care about economic 
responsibilities or economic results. 


Over many years, under the economic management system characterized by "excessive 
collectivism" and “unconditional job security," there has been no reward for being 
advanced or penalty for waste. Deficits have been covered by state subsidy and no 
one has to be responsible for them. The Baye Steel Works was expanded during the 
first S-year plan. The results of investment in that period were rather good. 
During the "Great Leap Forward" period, its losses amounted to over 70 million 
yuan. However, because the state was responsible for its income and expenditures, 
no one cared about its profits of losses. Over many years in the past, all the 
enterprise depreciation funds have been handed over to the state. Over half of the 
funds have been used for capital construction. In the Daye Steel Works, which has 
been operated for over 30 years, the dangerous factory buildings (the principal 
workshops) urgently need to be rebuilt, and the equipment and technology urgently 
need to be renewed or improved. However, the enterprise has neither money nor 
power, and the state does not allocate funds. Who should bear the economic 
responsibilities? In particular, in operating an enterprise in a locality, the 
central authorities pay no attention to local interests. The locality is incapable 
of catering to the material and cultural needs of the vast numbers of workers of 

a large enterprise, and therefore it can only increase the burden of the enterprise 
and turn the enterprise into a “miniature society." The system whereby the state 
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assumes responsibility for the enterprises’ income and expenditures also encourages 
the enterprises te organize miniature societies, At present, the staff of the Daye 
Steel Works consists of 21,000 persons, They and their families, totalling around 
100,000 in number, constitute over a quarter of the whole municipal population. 

At present, the eteel works rune ite own farme which occupy a land area of 5,000 mu, 
Some 6,000 per ons (most of whom are etaff members) work in the farms. (It is said 
that large steel works must operate their own farme if they want to become a 
"Daqing-atyle enterprise."”) The eteel works provides education itself. There 

are three primary schoole and three middle achoole., The enterprise must even 
assume sole responsibility for the employment of the staff members’ children. 

Such expenditures add up to over 11 million yuan a year. Although this increases 
the burden on the enterprise, it can still manage it because the state assumes the 
responsibility for all income and expenditures. If these problems were to be 
tackled by the municipality of Huangshi, it would be incapable of tackling them 
under the existing system. According te 1979 figures, the value of industrial 
output (including the output of national and provincial enterprises) of Huangehi 
Municipality totaled 1.57 billion yuan, but only 3.90 million yuan were allocated 
to the municipality. Obviously, this sum would hardly be sufficient for providing 
the municipal service facilities and public utilities needed by the workers of 
various large enterprises. 


To sum up the above discussion, the problem of the poor economic results of 
Huangshi's tron and steel industry is closely related to the irrational existing 
economic management system. Of course, poor economic results cannot be completely 
attributed to the economic management system. Economic results are also directly 
ffeected by defects in our democracy and legal system in the political arena, 
ocial disorders, "leftist" guiding ideology cuaracterized by emphasizing capital 
onstruction, neglecting production, grandiose planning and urgent demands, as 
well as by poor business management and so on. However, considering the process 
of economic activities and from the viewpoint of objective economic laws, defects 
i. the economic management system do constitute a major reason for poor economic 
results. 


Of course, under the socialist system, all these problems can be solved. The 
reform of the economic management system has begun. At present, with the imbalances 
‘© our national economy, we must resolutely implement the eight-character principle 
of readjustment, restructuring, rectification and improvement. We must actively 
and steadily reform the systems, with readjustment as our key task. We must 
reorganize the iron and steel industry according to objective economic laws, 
according to the requirements and economic relations of socialized large scale 
production, and according to the principle of coordination among specialized units. 
We must promote various forms of integration of enterprises to various degrees. 

By these means, we should strive for the best microeconomic and macroeconomic 
results. To achieve these, we must closely integrate administiative methods with 
economic methods and convert the iron and steel industry of Huangshi into an 
organic whole which is compatible with the needs of our national economy, so that 
it can more satisfactorily serve our four moderniz. tions. 
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ANIUL MILITARY ENTERPRISES--Meng Jiaqin, vice governor of Anhui, recently 
held a meeting with the responsible persons of the provincial office in 
charge of the national defense industry, the provincial planning and 
economic commissions and other relevant departments to discuss the problem 
on military enterprises in the province making civilian products. In the 
past 2 years, these military enterprises have turned out more than 100 types 
of civilian products, many of which are of fine quality, relatively cheap 
and welcomed by the masses. In 1981, they should lay emphasis in the pro- 
duction of light-weight automobiles, 24-inch bicycles, rope rolling machines, 
textile machines and fiber boards. [Hefei Anhui Provincial Service 

in Mandarin 1100 GMT 6 Apr 81 OW] 


SHAANXI INDUSTRY CONFERENCE--On 9 April, the Shaanxi Provincial People's 
Government held a conference on the industry and communications and finance 
and trade fronts to promote production. Provincial Governor Yu Mingtao took 
part in the conference; so did Jiang Yi and Hui Shigong. The participants 
revealed that this year, development of light industry has been comparatively 
fast. tn the first quarter of this year, the total value of light industrial 
output increased by 1.5 percent over the corresponding period of last year. 
[HK201428 Xian Shaanxi Provincial Service in Mandarin 1100 GMT 10 Apr 81 HK) 


HUNAN INDUSTRIAL CONFERENCE--The Hunan Provincial People's Government sponsored 
a provincial conference on light, textile and electronic industries 8-15 April 
to study how to mobilize and organize all trades and professions in Hunan to 
restructure the province's industrial enterprises, so as to develop production 
of quality consumer goods, and to discuss matters concerning implementation 

of this year's production plans for the light, textile and electronic industries. 
The conference stressed that enterprises throughout Hunan must be reorganized 
and work in coordination to produce more cigarettes, sugar, wine, bicycles, 
sewing machines, clock and watches, leather goods, garments, embroidery goods, 
radios, recorders, television sets, calculators, electronic toys and so forth 
to meet market needs. [Changsha Hunan Provincial Service in Mandarin 

1100 GMT 23 Apr 81 OW) 


YUNNAN LIGHT INDUSTRY CONFERENCE--Recently, the Yunnan Provincial Light Industry 
Department held a conference in Kunming on light industrial production. The 
participants discussed and studied the principles and policies on developing 
our province's light industrial production and consumer goods of daily use. 
Responsible comrades of the provincial government listened to reports and spoke, 
demanding that the various departments seriously implement the principle of 
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readjustment and give full play to the role of exieting enterprises. Despite 
the good situation in light industrial production, there are still some major 
shortcomings as compared to many areas in the country. They revealed that 
there are many good conditions in the province for promoting light industrial 
production, The participants were urged to increase the light industrial 
production this year by 8 percent over last year and increase the introduction 
of new products by 200 and the number of varieties by 500, It is necessary 

to pay very serious attention to doing a good job of minority nationality 
products and the production of materials for supporting agriculture, [Kunming 
Yunnan Provincial Service in Mandarin 1100 GMT 26 Apr 81 HK) 


YUNNAN INDUSTRY CONFERENCE--The recent Yunnan conference of factory managers 

in Kunming jointly held by the industrial department of the Yunnan Provincial 
CCP Committee and the Yunnan Economics Committee pointed out that it is 
necessary to firmly grasp transformations which are beneficial to readjustment 
while fully implementing the principle of readjustment. The participants 
revealed that in the past 2 years, the people in the province have emphatically 
transformed industrial management and enlivened the economy. These factory 
managers of enterprises with expanded decisionmaking power pointed out that 
their orientation of transformation is correct and their progress is steady. 
However, they said that they have not properly handled the relations between 
readjustment and transformation, There are still some problems which require 
further study and solution. It is, therefore, necessary to grasp both read- 
justment and transformation and to take readjustment as the center. Trans- 
iormation is subordinate to readjustment and must be beneficial to readjustment. 
in readjustment, it is also necessary to fur*.er push forward industrial 
reorganization and alliance. [Kunming Yunnan Provincial Service in Mandarin 
1100 GMT 13 Apr 81 HK] 


GUANGDONG LIGHT INDUSTRY CONFERENCE--Recently the No 1 and No 2 light industry 
systems in Guangdong held conferences of the industrial bureau directors 
from the prefectures and municipalities to analyze the situation of light 
and textile industries throughout the province. The participants pledged 
to actively produce consumer goods for daily use which are needed in the 
markets at home and abroad, withdraw currency from circulation, increase 
(inaneial revenue and increase exports. It is necessary to readjust the 
structure of products, increase the production of marketable products, 
reduce those in excessive supply, do a good job of specialized coordination, 
cooperation and alliance and build the province into light and textile 
industrial base within 5 or more years centered around Guangzhou and other 
wedium-sized cities. [HK201420 Guangzhou Guangdong Provincial Service in 
Mandarin 2330 GMT 15 Apr 81 HK] 


GUANGZHOU LNDUSTRY--The Guangzhou municipal industrial front has decided 

to speed up the production of bicycles, sewing machines and eight other 
specific products and push forward development of the municipality's 
industrial structure with the emphasis on light industry. Recently, the 
municipal CCP and revolutionary committees held successive meetings to study 
production plans of these 10 specific products. The other eight products 
are wristwatches, fans, batteries, electric fl-shlights, knitted products, 
garments, bicycle tires and Chinese and We -.cn medicines. The participants 
at these meetings pointed out that it is necessary to practice economic 
alliance and form new productive capabiltty through such alliances. 
[Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 15 Apr 81 HK] 
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JIANGSU INDUSTRIAL PRODUCTION--Huatyin Prefecture, Jiangsu Province, promoted 
industrial production and laid stress on producing consumer goods. Total 
value of industrial output in 1980 increased by 17.4 percent and the value 

of light industry products increased by 27.6 percent compared with 1979, The 
total value of industrial output in the first quarter of this year again rose 
by 4 percent over the same period last year while the value of light 

industry products rose by 9.5 percent, [OW090451 Nanjing Jiangeu Provincial 
Service in Mandarin 1100 GMT 8 May 81) 


GUANGDONG INDUSTRY--In the first quarter of 1981, the total value of industrial 
output increased by 10.9 percent over the corresponding period of 1980. The 
monthly output value in January, February and March reached the highest levels 
ever recorded. The proportion of light industry in the whole province's industry 
was increased from last year's 64.3 percent to 67.8 percent so far this year. The 
output value of light industry accounted for 98.4 percent of the total value of 
industrial output throughout the province in the first quarter of this year. Out- 
put of bicycles increased by 50,000 over the corresponding period of last year, 
while sewing machines increased by 20,000, wristwatches by 30,000, edible sugar by 
160,000 tons and electric fans by 280,000. [Guangzhou Guangdong Provincial Service 
in Mandarin 2330 GMT 9 Apr 81 HK) 


HUBEL LINDUSTRY--Hubei Province's industrial production in January and February was 
not satisfactory. For this reason, the Provincial CCP Committee and People's 
Government held meetings to analyze the causes and adopt proper measures to change 
the situation. As a result, an upward trend has been registered since mid-March. 
The total industrial output value in March topped February by 30.5 percent and 
topped the same period last year by 6.8 percent. Output of sewing machines, 
bicycles, wristwatches and television and radio sets rose by more than 10 percent 
compared with the same period last year. [Wuhan Hubei Provincial Service in 
Mandarin 1100 GMT 7 Apr 81 OW] 


XINJLANG ADMINISTRATIVE REFORM FORUM--A regional forum was held recently to discuss 
matters concerning industrial administrative reform in Xinjiang. It maintained that 
during the economic readjustment period all reforms that might hinder economic 
readjustment must be slowed, but those reforms that can enhance economic readjust- 
ment must be expedited. The forum stressed that the leading groups of Xinjiang's 
industrial and transport enterprises must be properly reorganized within this year; 
that fundamental work in business administration--like improving the economic 
accounting system and training of management personnel--must be stressed; and that, 
through readjustment, Xinjiang's industrial production, particularly production of 
light industrial, textile and consumers goods, must be boosted. [Urumqi Xinjiang 
Regional Service in Mandarin 1300 GMT 23 Apr 81 OW] 


LIAONING TEXTILE INDUSTRIAL ACHIEVEMENTS--Textile industry enterprises under the 
Dalian Municipal Textile Industrial Bureau, Liaoning Province, have scored achieve- 
mentsin production and increasing the variety of preducts. These enterprises 
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provided more than 80 kinds of new chemical fiber products for the national textile 
induatry exhibition recently held in Beijing. The municipal first-quarter textile 
industrial output value that of the corresponding 1980 period by 24.4 percent they 
achieved a 35.6 percent increase in the first quarter over the profit plan of the 
same 1980 period. [sentence as received]. [S8K060547 Shenyang Liaoning Provincial 
Service in Mandarin 1100 GMT 5 May 81 SK) 


HEBEL METALLURGICAL SYSTEM=-In the firet quarter of 1981, the people in Hebei ful- 
filled the state's plane on the output of main metallurgical products, increasing 
profite by 18.6 percent over the corresponding period of 1980, By carrying out the 
policy of readjustment of the national economy, the metallurgical system in Hebei 
doubled its profits for 2 years in succession. In 1980, the metallurgical system 
earned 176 million yuan in profit, an increase of 108 percent over 1979. To in- 
crease the economic results, the system strives to produce products that are in 
short supply. [Shijiazhuang Hebei Provincial Service in Mandarin 0430 GMT 

24 Apr 81 HK) 


PLASTLCS LNDUSTRY'S LNCREASED OUTPUT--Beijing, 8 May (XLNHUA)--The output value of 
China's plastics industry reached 7,200 million yuan last year, according to the 
Ministry of Light Industry. The industry's output has shown an average annual in- 
crease of 21 percent since the late 1950's. Last year, more than 1,000 varieties 
of plastics products were produced. Plastics factories made 350,000 tons of plas- 
tic sheets, 650 million pairs of shoes, 240 million bags and 100 million square 
meters of synthetic leather. [Text] [Beijing XINHUA in English 0117 GMT 

8 May 81 OW) 


PEOPLE'S HiGHER PRODUCT EXPECTATIONS--Changsia, 3 May (XINHUA)--China is trying to 
raise quality and improve designs of clothing and home furnishings and decorations 
to meet the increasing demands of the public, according to an official of the 
Ministry of Light Industry's arts and crafts corporation. With the rising standard 
of living, more people want better quality, more fashionable clothing and more 
tasteful home furnishings and decorations, the official said. At a recent national 
arts and crafts fair held in Hunan Province, total volume of business reached 197 
million yuan rmb in a week. The official said that since 1973, China has allocated 
a sum of funds and certain raw materials such as rolled steel, timber and copper to 
set up arts and crafts production centers. These include 2 silk mills, a plate 
glass factory, an oriental rug mill and centers to grow bamboo, grasses and willow 
for furniture and basketry. There are over 400 arts and crafts retail shops in 
China. [Beijing XINHUA in English 1203 GMT 3 May 81 OW] 
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CONSTRUCTION 


BRLEFS 


HENAN CONSTRUCTLON CONFERENCE--The recent Henan conference of directors and managers 
of construction bureaus pointed out that it is necessary to improve management and 
obtain a clearer picture of the orientation of services, so as to conform with the 
demands of readjustment. The participants said that the central link of economic 
readjustment is shorten the capital construction front, and revealed that invest- 
ment in capital construction this year was reduced by 53 percent over last year. 

It is necessary to take the lead to serve light and textile industries and resi- 
dential construction in urban and rural areas, enhance economic results and 
popularize contracts of rewards and penalties. [Zhengzhou Henan Provincial Service 
in Mandarin 1100 GMT 17 Apr 81 HK] 


HEBEL RURAL HOUSING FORUM--Recently, the Hebei Provincial Construction Committee 
and the Provincial Agricultural Committee jointly held a forum in Shijiazhuang on 
building houses in the countryside throughout the province. Zhang Kerang, 
provincial vice governor, attended the forum and made a speech. The forum revealed 
that a number of new villages have appeared in the province, which reflect the 
excellent situation in the province's countryside. However, due to insufficient 
organizational work, the unscrupulous occupying of land has appeared in many areas. 
Therefore, it is necessary to strengthen leadership over housing/construction in 
the countryside which all includes efforts to give play to the two enthusiasms 

of the collective and individual. The newly built houses belong to the commune 
members. However, better-off communes and brigades can build houses collectively. 
Housing construction must be integrated with farmland capital construction. 
[HKO70200 Shijiazhuang Hebei Provincial Service in Mandarin 1130 GMT 21 Apr 81] 


HEBEI BUILDING MATERIALS CONFERENCE--The recent Hebei conference on construction 
materials industry pointed out that it is necessary to actively develop the con- 
struction materials industry in the period of readjustment. The key point is to 
readjust our orientation in the production of construction materials products, 
reduce the output of products that are in excessive supply and increase those that 
are in short supply. The participants pointed out that it is necessary to effec- 
tively produce cement, glass panes and construction porcelain, increase economic 
results and improve the quality of products. The construction materials industry 
in the province plans to increase the output of cement this year by 80,000 tons, 
210,000 crates of glass panes, 20,000 pieces of porcelain for household use and 
150,000 square meters of tiles. [Shijiazhuang Hebei Provincial Service in Mandarin 
0430 GMT 24 Apr 81 HK] 
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HENAN MUNICIPAL HOUSING--Henan radio broadcast a commentary on housing construction 
in Henan, Lt revealed that residential housing situation in the province is rela- 
tively pressing and pointed out that to solve thie problem, it is impossible to 
solely rely on state investment since the state has to spend a lot of money toward 
realizing the four modernizations, Therefore, it is hoped that the leading com- 
rades who are responsible for work in cities and towns continue to emancipate 

their minds, seriously implement the spirit of the 3d Plenary session of the Lith 
CCP Central Committee and adopt effective measures to speed up residential con- 
struction. [Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 19 Apr 81 HK) 


NEL MONGGOL CONSTRUCTION=-Tongliao Municipality is reducing capital construction 
projects and concentrating on developing Light and textile industries and bu ng 
residential houses and commercial networks in urban areas. Some 4.5 million yuan 
has been invested in such projects. Some 40 projects are under construction. 
[Hohhot Nei Monggol Regional Service in Mandarin 1100 GMT 4 May 81 SK] 


HENAN CONSTRUCTLON MATERIALS CONFERENCE--The recently concluded Henan conference 

on production of construction materials has formulated concrete measures to satisfy 
the needs of building houses in the cities and rural areas. It was pointed out at 
the conference that in order to achieve a greater development in the production of 
construction materials in a short period, it is necessary to first use the existing 
enterprises as a basis and carry out tapping potential, technical innovation and 
economic auditing. It is also necessary to develop the production of cement, so 

as to provide for the countryside low price and good quality materials for building 
houses. [HK230614 Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 

22 Apr 81] 
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DOMESTIC TRADE 





HENAN SMALL WHOLESALE DEPARTMENTS~-Zhengzhou, 18 Apr (XINHUA)--Small commodity 
wholesale departments have been established in 98 counties and cities in Henan 
Province for individual peddlers to get supplies of goods. As a result, the 
variety of small commodities sold by peddlers to rural areas has increased from 
some 200 items in the past to more than 1,500 items now. [Beijing XINHUA 
Domestic Service in Chinese 0732 GMT 18 Apr 81 OW] 


HENAN CONSUMER GOODS CONFERENCE--On 27 April, Dai Suli, secretary of the Henan 
Provincial CCP Committee and acting provincial governor, addressed a conference 
in Zhengzhou on the production of consumer gords. He said that an important aim 
of readjusting the economic structure is to place the development of consumer 
goods for daily use in an important position. The participants discussed prob- 
lems in carrying out this readjustment. Prior to the conference, on 12 April, 
Dai Suli led the leading comrades in visits to 30 factories and enterprises to 
investigate, study and formulate a preliminary proposal on developing consumer 
goods and carrying out economic readjustment in Zhengzhou which was discussed 
during the conference. [Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 
29 Apr 81 HK] 


TIANJIN PRICE SURVEY--The Tianjin municipal people's government recently issued a 
circular urging local government organs to conduct a price survey in early May. 
The circular states: The survey should focus on prices of consumer goods, non- 
staple foodstuffs, catering services, candy, cakes, tea leaves and aquatic 
products, as well as pricing standards of repairing and other service businesses. 
The survey should aim at implementing the State Council's circular and measures 
adopted by the Tianjin municipal people's government to stabilize market prices 
to improve the people's daily life. [SK241133 Tianjin City Service in Mandarin 
1430 GMT 23 Apr 81) | 
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FORELGN TRADE 


CHINA BUILDS LARGE CARGO VESSEL FOR HONG KONG COMPANY 
Beijing CHUANBO SHIJIE [SHIP WORLD] in Chinese No 5, 1 Mar 81 p 1 


[Article by Li Bingyan [2621 4426 3508]: "China Builds Large Multipurpose Cargo 
Vessel For Hong Kong Shipping Company") 


[Text] Zhonghua Shipyard has built a 17,500 load tonnage multi-purpose cargo 
vessel "Haijian" for the Hong Kong Shipping Company. A delivery signing ceremony 
was held at 3:10 p m on 20 February at the Hu Nan Branch of Zhonghua Shipyard. 
Chariman of the board of directors of the Hong Kong Shipping Company Situ Kun 
[0674 1778 6924) and vice general manager of the China National Machinery Import 
and Export Corporation Wang Ye [3769 6851] signed the delivery certificate as 
representatives of the buyer and the seller. Vice Minister Cheng Xin [4453 6580] 
‘€ the Sixth Ministry of Machine Building and cfficials of Shanghai Municipal 
Shipbuilding Bureau, Chinese Institute of Ship and Ocean Engineering Design, 
Zhonghua Shipyard, and other associated departments have attended the ceremony. 


At noon of the same day, the Sixth Ministry of Machine Building sent a telegram 
Lo all the staff and workers at Zhonghua Shipyard and at the Chinese Institute 
of Ship and Ocean Engineering Design to express its sincere congratulations and 
wish that the staff and workers “conscientiously learn to carry out the spirit 
of the Third Plenum of the llth Party Central Committee, continue their efforts 
in pursuing greater victories and constantly make new contributions to the 
shipbuilding industry and the four modernizations." 


The multi-purpose cargo vessel with twin-row large hatch cargo hold is a new type 
of ship developed in the 1970's. At present there are not many ships of this 

kind in the world, “Haijian" is one of them. Her characteristics are as follows. 
She has long cargo holds; her second and third cargo holds are 35.20 meters in 
length, about 1.5 times the length of ordinary cargo holds in cargo vessels. 

She has twin-row large hatches; her second, third and fourth cargo holds have 

twin row hatches with a total hatch width equal to 70 percent of the vessel 

width. There are no props in the cargo holds and the holds are equipped with long- 
arm crane and folding hatch. In addition to holding 534 standard cargo containers, 
she can also carry packaged goods, bulk grain cargo, large items, various machinery 
and vehicles, mineral ore and lumber. 


"Haijian" has a length-over-all of 164.30 meters, the molded breadth is 22.86 


meters, the molded depth is 13.20 meters, an. ne design draft is 9.20 meters. 
A low-speed B&W constant pressure long stroke maritime diesel engine of 11,200 
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horsepower that burns heavy diesel fuel is chosen for the ship. The vessel is 

also equipped with advanced Chinese and foreign equipment including Loran C-fix, 
Omega satellite guidance system, waste water processing facility and an incinerator- 
boiler combination. Most of the steel, deck machinery and cabin auxiliary are 
Chinese made. 


Before its delivery "Haijian" successfully underwent trials. On the 256h of 
January, Situ Kun of the Hong Kong Sbipping Company participated in the sea trial 
of “Haijian" and a representatives from Lloyd's Register also participated the 
trial representing the ship owner. Rigorous dock trials and sea trials were sade 
and the great amount of measured date confirmed the sound performance of ' : 
vessel. A speed of 17.99 knots was reached in the trial and the structur. 
strength, stability and carrying capacity all met the design requirements. The 
trial voyage concluded on January 30th when “Haijian" returned to Shanghai. 

At 4 o'clock that afternoon, Mr Situ Kun signed the trial run certificate and 
expressed his satisfaction with the results. 


The reporter interviewed the ship owner Mr Situ Kun and he indicated that the 
over-all performance of “Haijian" is good and the quality of construction is 

also satisfactory. In the course of building the vessel, Zhonghua Shipyard 

closely coordinated with the Hong Kong company and made great efforts for the 
project. Mr Situ hopes that the shipyard will continue to upgrade their management 
level and place greater concerns on the aspects of the usage of ships. He also 
suggested that the shipyard hire experienced retired captains and chief engineers 
to advise in the shipbuilding. He informed the reporter that "Haijian" has been 
rented by a Japanese mail liner and will be put into operation soon. Before long 
it will be transporting cargos from Japan to the United States and South America. 


TNe reporter also interviewed Engineer Li Changlang [2621 3318 3186] of the 

Hong Kong company stationed at Zhonghua Shipyard to oversee the building of 
“Haijian". Mr Li believes that the technical performances of Haijian have met 

the design standards. The body structure of the vessel, especially the main body, 
is rugged and there is little vibration. The economic performance of operating 
the vessel will also be sound. Cabin furniture shows fine carpentry and is well 
worth the price. He also pointed out that some auxiliary machinery such as the 
windlass and the steering engine are somewhat conservative and appear to be 

bulky. Li hopes that further improvements can be made on the finish and the 
accessories. 


9698 
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FOREIGN TRADE 


ACTION TAKEN TO IMPROVE QUALITY CONTROL OF EXPORT VESSELS 
Beijing CHUANBO SHIJIE [SHIP WORLD) in Chinese No 6, 15 Mar 81 p 1 


[Article by Le Qiang [2867 1730]: "Jiangnan Yards Emphasize Quality Control of 
Vessels For Export") 


[Text] Leading offices and associated departments of the Sixth Ministry of Machine 
Building are very concerned about the quality of vessels for export and have taken 
action to improve quality control. Recently Vice Minister Liu Fang [0491 2397] 
visited Jiangnan Yards specifically to investigage the quality control problem. 

At the reporter's request, Vice Minister Liu described this investigation. He 
said: "Quality is very important in maintaining our reputation among foreign 

trade partners so we must guarantee the quality of each vessel we export to the 
‘ustomer's satisfaction. Quality problems no’ only affect our reputation but 

also cause us financial losses when foreign customers do not buy our ships. DXe 

to damage caused by the 10-year devastation there are still many problems in our 
quality control and we must strive to correct them. The next steps for improvement 
of the leading offices in the ministry and the plants is now under study. 

Judging from the strength and background of our shipbuilding industry, we are 
capable of establishing a sound system of quality control and we can build ships 

to the buyer's satisfaction. All we have to do is conscientiously carry out the 
policy of "readjusting, restructuring, consolidating, and improving" and pay 
attention to absorb foreign quality control science of industry and enterprise. 

You can write about and report the improvements of quality control at Jiangnan 
Yards and bring the subject to the attention of more cadres and staff." 


Presented below is the reporter's summary of the quality improvement efforts at 
Jiangnan Yards: 


L. Establishment of Quality Standard Is Urgently Needed 


In the production technology and management workshop held recently at Jiangnan 
Yards, Japanese experts were brought in to talk about quality control. They 
introduced the international quality standard as wll as the internal standard 
of the Nagasaki Shipyard of Mitsubishi Heavy Industry Corporation. The Nagasaki 
Shipyard standard is even more stringent than the international standard; if the 
Nagasaki standard is met, there is no problem in satisfying the international 
Standard. In comparison, the technical qualitv standard at Jiangnan Yards is 
lower. Now that we are exporting ships, we iced to have everyone involved in 
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shipbuilding become familiar with foreign codes and standards. Since our 
exporting activities are in their vLeginning etage, many of our workers are just 
beginning t understand the foreign codes. A teat given to welders in the 
workshop revealed that they did not know about the NK code (code of the Japan 
Maritime Association). Actually the Chinese welders are quite skillful. They 
felt that the NK code was etill easy to follow and they were able to operate 
according to the NK code after half a day. Thie shows that familiarization with 
foreign codes is imperative and urgent. 


From the experience of exporting ships, many comrades at the shipyard have come 

to realize that our past practice of production-centered (i.e., focused on shipyard 
condition) emphasis of production echedule is not workable. The emphasis should 
be changed to market-centered (emphasizing the buyer's requirements) and quality- 
centered. There can be export only after there is quality. To insure quality, 

we first need a tech:ical quality etandard and then we can work on the quality 
control according to the set standard. 


Il. Jiangnan Yards Care About the Comparison With Mitsubishi Heavy Industry on 
Quality Control 


In the past Jiangnan Yards have always relied on inspectors in insuring the 
quality; every work step is inspected and the inspection department has 230 

staff members. The quality control at Mitsubishi's shipyards is entirely different. 
The Japan system relies mostly on the “self" inspection by the workers and 90 
percent of the iteme are inspected by the workers themselves in the production 
process. The workers sign their names and assume the responsibility for the work 
qualicy. When the inspector arrives, the inspection is already done. The 
inspectors have three major tasks: (1) establsihing and promoting technical 
quality standards for products, (2) responsible for quality control education, 

and (3) report to plant officials an?’ assist in solving problems. Throughout 

the whole plant, there is an “individual--group—section--depar tment--division" 
system of quality assurance. The system has three missions: firstly, to conduct 
regular quality control meetings, about twice a month, to find causes for "reject" 
and “return” cases; secondly, to make touring spot checks and to do measurements 
and fill out forms; thirdly, to report problems in quality and to assist in solving 
these problems. From a amangement point of view, the responsibility of quality 
assurance first falls on the department heads and secondly on the section leaders. 


Jiangnan Yards took this difference in management very seriously and, through 
the comparison, they found the shortcomings in their own quality control system 
and ways to correct them in the future. 


Ill. Jiangnan Yards Have Drawn Up a Plan to Insure the Quality of Export Vessels 


With the assistance of the three Japanese experts, Iwai, Hosuyama and Nito, sent 
by Mitsubishi Heavy Industry, Jiangnan Yards inspected the three sections of a 
16,000 ton coal carrier and discovered problems. After that, people throughout 
the shipyard cared even more about quality and placed quality of export vessels 
at the top of the priority list. From the experiences and opinions related by 
the Japanese experts, Jiangnan Yards have keenly realized that a shipyard must 
be responsible to the ship owner on quality, and in doing business with foreign 
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customers, there te no getting around the quality iesue. The only solution is 

to rely on ourse!voe and ineure the product quality. Therefore, the shipyard 
quickly established the "Independent quality control plan for 27,000 ton export 
vessels." According to this plan, Jiangnan Yards will begin by establishing 
rigorous quality standards and gradually carry out self-inepection of quality 

in the building ehops. The scope of the program will be enlarged after some 
resulte have been obtained. In the meantime, professional inapection by the 
inspection department will also be strengthened so that self-inspections can 

be promoted by offictal inspections. When the self-inspection system matures 

the professional inspection will be gradually decreased and a quality control 
system will be set up. After an analysis of their technical ability and potential, 
Jiangnan Yards have sufficient confidence in insuring the quality of every section 
of the 27,000 ton export vessel to be acceptable to the buyer and to the register 
and in establishing a good reputation and competitive power. 


9698 
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POREIGN TRADE 


BRIEFS 


FOREIGN CONSTRUCTION CONTRACTS--The China Civil Engineering Corporation has 
signed 12 contracts for labor or construction projects with nine construction 
firms in Japan, Italy, West Germany and North Yemen since last year. From 
March 1980 to April 1981, some 1,160 Chinese workers were sent to work abroad. 
[Beijing Domestic Service in Mandarin 2230 GMT 29 Apr 81 OW) 


CABLE EXPORT COMPANY--Beijing, 13 May (XINHUA)--With the approval of both 
the State Administrative Commission on Import and Export Affairs and the 
State Machine Building Industry Commission, the China Electric Wire and Cable 
Export Joint Company was set up in Beijing recently. The partners in this 
joint company include the electric wire and cable plants in Beijing, Tianjin, 
Shenyang, Harbin, Shanghai, Zhengzhou and Guangzhou and the Electric Cable 
Research Institute in Shanghai. The company's head office will be in Beijing 
and an office will be set up in Guangzhou. The main tasks of the company 
are to explore the international market, increase the export of its products, 
promote technical interchange and improve the level of technology. [Beijing 
XINHUA Domestic Service in Chinese 0234 GMT 13 May 81 OW] 


GUANGDONG-LATIN AMERICAN TRADE--The Guangdong Machinery Import and Export 
Company sent a sales mission this spring to Brazil, Chile, Argentina and 
Venezuela to promote sales of mechanical and electrical products from 
Guangdong. In 2 months, the mission sold $26 million worth of products. The 
mission was led by the manager of the company and comprised four young 
persons. They discovered that Chinese machinery equipment was not only very 
suitable to these countries’ industrial level, but the prices were also very 
attractive to them. The products they sold included water meters, bearings, 
drills, hoisting jacks, ballasts, grinders, handicraft tools, microscopes, 
electric machines and machine tools. After their return to Guangzhou, the 
consulate generals of these South American countries in Guangzhou wrote to 
the Guangdong People's Government to praise the efforts of the mission. 
[HKO71240 Guangzhou Guangdong Provincial Service in Mandarin 2330 GMT 

2 May 81 HK) Guangzhou, 2 May (XINHUA)--Over U.S.$26 million worth of machines 
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and power equipment produced in Guangdong were exported to Brazil, Chile, 
Argentina and Venezuela in the past 2 monthe. This was made possible after 
the Cuangdong Provincial Machinery Import and Export Branch Company had sent 
4 wales group to these four countries, Chinese machinery products are 
compat ible with the industrial level of these countries and their prices are 
attractive, Sold to them were 24 kinds of products including water meters, 
bearings, drill bite, jacks, ballaste, enamel<inesulated wires, grinding 
wheels, hand tools, microscopes, electrical machines and lathes, [Beijing 
XINHUA Domestic Service in Chinese 0053 GMT 2 May 81 OW) 


EXPORTS TO HONG KONG--Hong Kong, 6 May (XINHUA)--Li Yingmin, manager of 
Huayuan Company in Hong Kong, recently told XINHUA that according to data 
released by Hong Kong Customs, the total value of light industrial products 
imported from the Chinese mainland reached 2.5 billion Hong Kong dollere in 
1980, an increase of 84.5 percent as compared with the previous year. China 
jumped from fifth to second position on Hong Kong's list of countries which 
export light industrial products to Hong Kong. However, imports of light 
industrial products from China still account for only 9.96 percent of the 
total amount of Hong Kong's imports of light industrial products. Therefore, 
there is still plenty of scope for the expansion of China's export of light 
industrial products to Hong Kong. [Beijing XINHUA Domestic Service in Chinese 
0709 GMT 6 May 81 OW) 


TRADE EXHIBITION IN PANAMA--Panama City, April 23 (XINHUA) -~-Panamanian 
President Aristides Royo cut the ribbon for the opening of the Chinese 
economic and trade exhibition here today. Vice-President Ricardo De La 
Espriella and over 300 people including cabinet ministers, national assemb1 - 
deputies, national guard leaders and foreign diplomats accredited here also 
attended the ceremony and visited the exhibition. Wang Wenlin, head of the 
Chinese exhibition delegation and vice-chairman of the China Council for the 
Promotion of International Trade, and Ricardo Rodriguez, minister of the 
presidency, spoke at the ceremony and wished steady consolidation and 
development to the friendly ties between the Chinese and Panamanian peoples. 
Some 1,000 exhibits, including products of the light industry, textile 
industry and handicraft, are on display. This is the second Chinese exhibition 
in Panama after the one in 1975. [Text] [0W280150 Beijing XINHUA in English 
1230 GMT 24 Apr 81 OW] 


JOINT VENTURE HOUSING PROJECT--Guangzhou, 30 Apr (XINHUA)--Five 8-storey 
buildings with 150 apartments were newly completed at China's first joint 
venture housing pruject--New Donghu village in Guangzhou. The project is 
built jointly by the Dongshan District of Guangzhou and Hong Kong's 
Chrysoberyl River Development Ltd. The former provided land, and construction 
of the housing and public utilities around the new village while the latter 
provided funds and building materials and housing designs. The investment will 
be repaid to the Hong Kong firm in the form cf cc mpensation trade. Some of the 
apartments will be sold to Hong Kong and Macao compatriots, overseas Chinese 
and foreigners of Chinese origin. When finished, the project will have 

28 eight-storey apartment buildings, complete with a bank, schools, shops, 
restaurants and other public facilities. [Text! [Beijing XINHUA in English 
0759 GMT 30 Apr 81 OW] 
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GUANGDONG RURAL LNDUSTRIAL EXPORTS--Guangzhou, 25 Apr (XINHUA)=-The total export 
value of Guangdong's commune and production brigade-run industrial enterprises in 
1980 wae 620 million yuan or 92 percent more than 1979. A fairly big increase 
has been registered in the firet quarter of this year over the same period in 
1980. Guangdong is contiguous tv Hong Kong and Macao, has rich labor and 

natural resources and ite rural industrial enterprises have fairly good technical 
and processing capability. In addition *o processing foreign customers’ raw 
materiale, manufacturing goods according to their samples, assembling their parts 
into fintehed products and doing compensation trade with them, its rural indus- 
trial er.cerprises also export building materials, drawnwork, embroidery, sculp- 
ture, artistic porcelainwares, metal dittings, electric fans, flashlights, 
furniture, plaited items, flowers, birds and fish. These products find ready 
market in over 100 countries and their export value accounts for 47.3 percent 


of the total rural industrial export value. [Beijing XINHUA Domestic Service 
in Chinese 0133 GMT 25 Apr 81 OW) 


SINO-JAPANESE SOFTWARE CENTER--Beijing, April 23 (XINHUA)--China signed an 
agreement here today with the Japanese Nippon Electric Company Limited to open 
a joint software center in Beijing. Quyang Zhieng, manager of the computer 
service company, and Akira Koike, executive vice president and director of the 
Nippon Electric Company Limited, signed the agreement on behalf of the Chinese 
and Japanese sides respectively. Li Rui, vice minister of the fourth Ministry 
of Machine Building and director of the State Administration of Computer 
Industry, attended the signing ceremony and gave a dinner in honor of the 
Japanese delegation. The center will help train software technicians in China 
and undertake the maintenance of imported computers. The two sides will 
cooperate in the development and production of software, the agreement says. 
The Japanese company will provide a medium-sized computer system, teaching 
materials and teaching aids and (?several) specialists and workers to China. 
Buildings and equipment for the center, managerial staff and trainees will be 
furnished by the Chinese. Each side will have three representatives on a 
joint committee that will be in charge of the management of the center. 

[Text] [OW280150 Beijing XINHUA in English 1246 GMT 23 Apr 81 OW] 
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LABOR AND WAGES 


BRIEFS 


GUANGDONG TRADE UNLON SESSLON--The Sixth Guangdong Provincial Federation of Trade 
Unions recently held its second plenary session to mobilize the staff and workers 
throughout the province to do a good job of promoting economy and socialist 
modernization in the province. The participants also mide arrangements for trade 
union work in 1981. The trade unions at all levels must coordinate with the 
administrative departments to do their job well, mobilize the staff and workers 
to launch socialist labor emulation, try in every way possible to enliven the 
enterprises, effectively uphold the material interest and democratic rights of the 
statf and workers and gradually improve the daily life welfare of the staff and 
workers. It is also necessary to effectively strengthen the ideological and 
political work of the staff and workers, continue to launch activities of the five 
stresses and four beautifuls and strive to build a socialist spiritual civilization. 
|HK150725 Guangzhou Guangdong Provincial Ser:.ce in Mandarin 1000 GMT 9 Apr 81 HK) 


ZHEJLANG EMPLOYMENT CONFERENCE--A provincial employment conference decided that 
jobs be provided for 160,000 people this year in Zhejiang Province. Zhai Xiw, 
standing committee member of the Zhejiang Provincial CCP Committee and vice gover- 
nor, spoke at the meeting. [Hangzhou Zhejiang Provincial Service in Mandarin 
1100 GMT 9 May 81 OW] 


CSO: 4006/307 











TRANSPORTAT LON 


BRIEFS 


GUANGXI MUNICIPALITY AIRPORT EXTENSION--Extension of the airport runway in Guilin 
was completed on 26 April after 126 days of construction work. A test of the air- 
port runway proved to be successful on 27 April. The airport can accommodate 
medium-size jetliners. A world renown tourist spot, extension of the airport run- 
way will further promote tourism in Guilin. The newly constructed runway extension 
is 11,000 square meters. The runway can now be used for night flights. The airport 


will be officially open on 1 May. [Nanning Guangxi Regional Service in Mandarin 
1130 GMT 27 Apr 81 HK] 


HUBEI COUNTY BRIDGE--The (Beikou) bridge, a new highway bridge across the (Dongjin) 
River in Jianli County, was opened to traffic on 1 May. The bridge, which measures 
433 meters long and 10 meters wide and can withstand the load of up to 80-dun class 
vehicles, is expected to improve transport links between the county and Hankou. 
[OW040232 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 1 May 81 OW] 


GUILIN-HONG KONG CHARTER FLIGHTS--Guilin, 2 May (XINHUA)--Charter flights 
between scenic Guilin City in South China and Hong Kong began today. The 
e> panded Guilin airport now can accommodate 40 tridents, and its volume of 
passenger transport is doubled. Facilities for night navigation, communica- 
tions and guidance have also been improved. Regular services to Shanghai and 


Hangzhou opened on May Day. [Text] [OW040422 Beijing XINHUA in English 
1234 GMT 2 May 81 OW] 
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GENERAL 


BRIEFS 


GUANGXL PRODUCTLON SAFETY CONFERENCE--On the evening of 24 April, the Guangxi 
Regional People's Government held a telephone conference in Nanning on production 
safety to mobilize the cadres and masses throughout Guangxi to carry out safety 
activities in the month of May. (Zhao Manhua)n deputy secretary general of the 
Guangxi Regional People's Government, presided over the conference. Guo Cheng, 
vice chairman of the Regional People's Government, gave a speech, citing a number 
of advanced units and individuals and urging all trades and professions to publi- 
cize production safety, eradicate leftist thinking, launch a massive inspection on 
safety in public health, solve the existing problems and solemnly deal with those 
who have seriously violated safety regulations. The people's governments and 
departments at all levels must appoint the principal leading comrades to be 
responsible for this task and place safety above production tasks. [Nanning 
Guangxi Regional Service in Mandarin 1130 GMT 25 Apr 81 HK] 


(ELPHER CONSTRUCTION--Beijing, 6 May (XINHUA)--A number of communications and travel 
service units and industrial and mining enterprises in China are building or plan- 
ning to build cableways to facilitate communications and promote tourism. China's 
first telpher was built in Tieling of Liaoning Province in 1979. More telphers 

will be needed to cope with the development of China's economy and tourism. At 
present, units engaged in studying and designing telphers for passenger use include 
the Beijing Nonferrous Metallurgical Design and Research Institute under the Minis- 
try of Metallurgical Industry and the Kunming Nonferrous Metallurgical Design and 
Research Institute. [Beijing XINHUA Domestic Service in Chinese 0022 GMT 6 May 81 OW] 


HENAN ECONOMIC THEORY MEETING--The Provincial Party Committee, the Provincial 
Philosophy, Social and Scientific Joint Association and the Province’ 1 Economic 
Association jointly held a report meeting on the issue of economic cheory from 

3 to 4 April. (Ye Bengwei), deputy head of the party school of the Provincial 
CCP Committee and vice chairman of the Provincial Economic Association, presided 
over the meeting. Shao Wenjie, vice chairman of the Standing Cemmitiee of the 
Henan Provincial People's Congress and vice chairman of the Provincial Philosophy, 
Social and Scientific Joint Association, together with 1,200 others attended the 
meeting. [Zhengzhou Henan Provincial Service in Mandarin 1100 GMT 8 Apr 81 HK] 


GUIZHOU ECONOMIST EDUCATION CONFERENCE--The Guizhou Economic Committee's conference 
on education for cadres was held in Guiyang from 27 March to 1 April. The par- 
ticipants studied the issues of rotational training for the leading cadres of 
enterprises at the county level and above .. .ne province's industrial and 


70 








communications system and formulated rotational training plans. The leading depart- 
ments at all levels in the industrial and communications system must firmly grasp 
this task well and strive to train these cadres once this year. Some 70 responsible 
comrades who are in charge of education for the cadres took part in the conference, 
[HK040807 Guiyang Guizhou Provincial Service in Mandarin 2315 GMT 1 Apr 81 HK] 


SLCHUAN COMMUNE, BRIGADE ENTERPRISES--In the first quarter of 1981, the total output 
value of enterprises run by communes and brigades in Sichuan amounted to 583 million 
yuan, an increase of 22 percent over the corresponding period 1980. For live 
prefectures, including Daxian and Nanchong, the increase was 30 percent. The types 
of enterprises include gold, iron and phosphate mines, electrical powerplants, 
wineries, leather shoemaking factories and chemical plants. However, because of 
existing problems some individual areas have reduced their output value, and the 
output of some products has also reduced. [Chengdu Sichuan Provincial Service in 
Mandarin 2300 GMT 25 Apr 81 HK} 


HUBEI PRODUCTLON SAFETY CIRCULAR--The Hubei Provincial People's Government issued 

a circular on 23 April calling for efforts to implement the circular on safety in 
production issued by the State Economic Commission and eight other departments. The 
provincial circular points out that since last year Hubei Province has done a lot of 
work and achieved concrete results in promoting production safety and labor protec- 
tion. The circular calls on governments at all levels to strengthen their leader- 
ship over safety work and to continuously improve safety and public health conditions 
and working environments. [Wuhan Hubei Provincial Service in Mandarin 1100 GMT 

29 Apr 81 OW] 


HUBEIL EDUCATION FOR WORKERS--On the evening of 10 April, the Hubei Provincial Peo- 
ple's Government held a telephone conference on education for staff and workers in 
the whole province. Li Renzhi, standing committee member of the Provincial CCP 
Committee, presided over the meeting. Zhang Jinxian, standing committee member of 
the Provincial CCP Committee and vice provincial governor, spoke, calling on party 
committees and people's governments at all levels to take effective measures to 
fulfill this task well. The Provincial Party Committee and People's Government 
called on leading cadres at all levels to set an example in raising their own 
political, ideological and professional levels. [0W141243 Wuhan Hubei Provincial 
Service in Mandarin 1100 GMT 11 Apr 81 OW] 


HUBEL WORKERS SPARETIME EDUCATION--The Standing Committee of the Hubei Provincial 
CCP Committee has decided to make a major effort to develop workers’ sparetime 
education. The decision was made at a recent standing committee meeting. In 1979, 
the standing committee approved the establishment of a committee in charge of 
workers’ sparetime education. Almost half the enterprises in Hunan now have 
various types of sparetime school, and about 20 percent of the workers are attend- 
ing these schools. According to the recent standing committee decision, Hunan will 
run 13 radio and TV universities and 26 institutes of higher education for workers 
as well as a number of secondary schools and cadres training classes. [Wuhan Hubei 
Provincial Service in Mandarin 1100 GMT 10 Apr 81 OW] 


XIZANG SMUGGLING CASES--Recently Lhasa customs cracked 3 smuggling cases, seizing 
nearly 1,000 silver coins, wristwatches, bicycles, Chinese caterpillar fungus 
[chong cao 5722 5430] and other valuable items. Smugglers tried to take silver 
coins from Lhasa to Xining, Qinghai, to be sold and smuggled abroad. [Lhasa 
Xizang Regional Service in Mandarin 1130 GMT 2 Apr 81 OW] 
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HALKOU ANTLSMUGGLING RALLY=-On the morning of 9 April, the Haikou Municipal Revo- 
lutionary Committee held a mobilization rally to oppose smuggling. The rally 
called on everyone in the municipality to fully understand the importance and 
urgency of opposing smuggling, resolutely boycott and deal blows at smuggling 
activities and respect state sovereignty. In 1980, smugglers from Hong Kong, 
Macao and Hainan sent boats to carry out large-scale smuggling activities along 
the coastal waters of the region. According to incomplete statistics, in Haikou 
in the first quarter of this year, 752 cases of smuggling and speculation were 
tracked down. These activities had sabotaged our country's foreign policy, law 
and order in society and market management as well as corrupted the cadres and 
masses. Regarding the contraband in society, it is necessary to set a deadline 
for purchasing them. The leadership at all levels must pay attention to destroy- 
ing and dealing blows at an extreme minority and striving to unite the majority. 
As to the criminals who smuggled dangerous drugs, valuable cultural relics and 
large quantities of gold and silver, it is necessary to severely deal with them 
according to the law. [HK201434 Haikou Hainan Island Service in Mandarin 

0330 GMT 14 Apr 81) 


GUANGDONG ANTISMUGGLING ACTIVITIES--A certain PLA unit stationed in Shenzhen 
Municipality has actively coordinated with the customs and excise service of 
Kowloon, Hong Kong, and other departments concerned in launching antismuggling 
activities and has scored outstanding achievements. According to statistics, 

from January 1980 to March 1981, they have uncovered 3,500 pieces of smuggled 
goods or goods that were being transported to avoid payment of excise taxes. The 
types of goods included television sets, radios and tape recorders, refrigerators, 
vashing machines, bicycles, wristwatches, fans and clothing. Due to the outstand- 
og work of this unit, it was awarded third grade merit early this year. 

(HK221438 Guangzhou Guangdong Provincial Service in Mandarin 1000 GMT 21 Apr 81] 


SICHUAN COLLECTIVE COMMERCE--There are now 120,000 collective commercial enter- 
erises under the management of the state commercial system in Sichuan. Their 
places of business have expanded to 14,000. In 1980, their total volume of 
business amounted to 1.14 billion yuan. This was an increase of 68 percent over 
1979, The commercial bureaus in Mianyang, Wenjiang and Neijiang Prefectures have 
held work conferences on collective commerce to sum up their work, reaffirm their 
achievements and exchange experiences. The development of collective commerce 
ias not only enlivened the markets but has also created jobs for a large number 
ot unemployed. [HK150741 Chengdu Sichuan Provincial Service in Mandarin 

2300 GMT 10 Apr 81] 
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NATIONAL POLICY AND ISSUES 


MAJOR ECONOMIC READJUSTMENT IN CHINA DISCUSSED 
Hong Kong CHING-CHI TAO=-PAO [ECONOMIC REPORTER] in Chinese No 8, 25 Feb 81 pp 4-12 


(Text) Editor's note: China's economy is now undergoing a fur- 
ther readjustment in earnest. This can also be called a major 
readjustment. 


This major readjustment has brought forth many questions from 
abroad. For example, why should a further readjustment be 
stressed, since the question of readjustment in the national 
economy of China was raised 2 years ago? What are the contents 
and tasks of the readjustment this time? Will restructuring still 
be necessary in the course of readjustment? Will there be any 
change in the foreign economic and trade policies? This and so 
forth. Therefore, we are carrying five special articles on this 
subject in the hope that they will answer the questions for which 
many people have expressed concern. 


[Article by Zhou Chuan [0719 ]557]: “Why Must China Make a Major Economic 
Readjustment?" ] 


Our country has a large population with a weak economic foundation, and hopes to 
carry out the four modernizations quickly and efficiently. However, experiences 
over many years have shown that the speed of construction, based on either an an- 
nual or a long-range plan, must be guided by an important principle: Seeking 
truth from facts. In other words, we must observe the economic laws, proceed from 
our national conditions and national resources and determine the speed of economic 
development according to the objective laws of planning and proportionate rela- 
tionship in order that all sectors of the national economy will develop in harmony. 
Only such a speed can be steady and produce good economic results. On the other 
hand, if we substitute subjectiveness for objectiveness and rely entirely on the 
“will of the superiors" instead of attempting only the possible, the result will 
be not only “more haste, le_s speed," but also unnecessary chaos within the ob- 
jective economic structure and a serious national economic imbalance. 


What shall we do in the event of an imbalance? The only correct way is to make an 


economic readjustment by radically changing the irrational economic structure. 
This is a practical approach. To overcome the serious economic difficulties 
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created by 10 years of turmoil, the Party Central Committee has carried out a 
realistic readjustment of our national economy in April 1979 in accordance with the 
decision of the Third Plenum. For more than 1 year, the readjustment has achieved 
remarkable success in improving the proportionate relationships between agriculture 
light industry and heavy industry, and between accumulation and consumption as 
shown in the following: 


First, the situation of rural economy is fine. The adoption of various systems of 
production responsibility resulting from the readjustment and the implementation 
of rural economic policies has safeguarded the autonomy of the communes and pro- 
duction brigades and further aroused the enthusiasm of the broad masses of commune 
members. In 1979, agricultural output was increased by a wide margin and the 
peasants’ income was universally increased. There were very abnormal weathers and 
rare natural disasters in 1980; yet, thanks to the effective policies, the people, 
united as one, were in a better position to cope with these difficulties. Prelim- 
inary statistics by the department concerned has shown that apart from a reduction 
of grain output, many cash crops had fairly good yields. Cotton output increased 
by 14.6 percent; oil-bearing crops increased by 11.3 percent; sugar increased by 
12.1 percent; tea, silkworm cocoons and animal products also increased in varying 
degrees. The internal structure is also becoming more rational. There are now 
more avenues for production, the grain price at the country fairs is stable; and 
the people are leading a tranquil life. 


Secondly, the growth of light industry has far surpassed that of heavy industry. 
According to preliminary statistics, the total industrial output value of 1980 ex- 
‘eeded that of the previous year by 8.4 percent, and was above the annual produc- 
ion plan. The ratio of the output value of ight industry to that orf the whole 
industry was increased from 43.1 in 1979 to 46.7 percent. In 10 provinces, munic- 
ipalities and autonomous regions, the ratio of light industry output value was 
even more the 50 percent. For example, it was 62.6 percent in Guangdong; 61.3 
ercent in F.,ian; 59.9 percent in Guangxi; 54.1 percent in Jiangsu; 53 percert in 
Tianjin; 52.6 percent in Anhui; 50.9 percent in Henan; and 50.6 percent in 
Shandong. The preponderance of heavy industry over light industry, which has ex- 
isted for a long time, is now beginning to change. The output of many principal 
light and textile products, particularly the durable consumer goods, has increased 
by a wide margin. For example, the outout of tape recorders increased 2.8% times; 
that of radio sets, 1.1 times; that of ‘V sets, 84 percent; that of cameras, 51 
percent; that of wrist watches, 29 percer:.t; that of yarn, cloth, chemical fibers, 
woolen fabrics, woolen yard, crude salt and cigarettes, 10-37 percent. Readjust- 
ment has also begun in the makeup of heavy industrial products, and the output of 
products serving agriculture and light industry have been increased. 


Thirdly, the market has become enlivened. In 1980, more than 6,000 erterprises of 
various types were given greater decision-making power, and these experimental en- 
terprises have all developed their production and increasei their profits. Accord- 
ing to preliminary statistics for the period from January to September 1980 on 
5,422 experimental enterprises, the industrial out -ut value was increased by 12 
percent; their profits increased by 17 percent; and their »rofits handed over to 
the state, by 13 percent over those of the same period in 1979. Both the output 
value and the profits of the enterprises with expanded decision-making power were 
generally higher than those without this exne “_d power. The regulative role of 








the market, guided by state planning, has helped break the old convention which 
forbids the sale of capital goods as conmodities. After fulfilling the state pro- 
duction plan, the production enterprises are now free to sell the remaining products 
in the market. Through sales exhibitions and sales on a commission basis, contacts 
between factories and stores, country fairs, meetings for the exchange of materials 
and outdoor canvassing, many localities have increased their trade channels, boost- 
ed their production, and promoted commodity circulation. From January to November 
1980, the volume of commodities procured by commercial departments throughout the 
country increased by 13 percent, and the retail sales increased by 15.8 percent 
over those of the same period in the previous year. Sales of food, clothing and 
other consumer goods for daily use were also greatly increased, and business in 
the country fairs is brisk with a liberal supply of various agricultural, sideline 
and native products. All this presents a spectacle of general prosperity. 


Fourthly, the income of workers and peasants has been fairly greatly increased. 

In the past 2 years, our government adopted a series of important measures to re- 
duce the r*tio of accumulation to the national income in an earnest effort to im- 
prove the 2ople's living conditions. From January to September 1980, the state 
gave jobs 2 more than 5 million young and other people. Because of such measures 
as promotion, wage adjustments, bonus, and subsidies, the total national payroll by 
the end of September 1980 for workers and staff members of units owned by both the 
whole people and the collectives showed an increase of 18 percent more than that 
of the same period in 1979. There was a general increase of wages for all workers 
and staff members. Investigations on the income and expenditures of 500 households 
of workers in Shanghai showed that in the first three quarters of 1980, each house- 
hold had an average monthly income of 201.40 yuan; each household had an average of 
4.08 persons of whom 2.4 were employed; each employed worker had to support an 
average of 1.8 persons (including the worker himself); and each household spent an 
average of 181.75 yuan on daily living. After deducting for the expenditures, the 
income still leaves a balance of 19.65 yuan. In other words, each family, after 
paying all the living expenses, still saved 58.95 yuan in every quarter of a year. 


In the case of peasants, the total volume of agricultural and sideline products 
sold by the state farms, the rural communes and production brigades, and the com- 
mune members throughout the country from January to September 1980 exceeded that 
of the same period in 1979 by nearly 6.2 billion yuan. The income of peasants 
would be even greater if the agricultural and sideline products sold by individual 
commune members at the country fairs were taken into account. 


The above facts prove that the policy of readjustment, restructuring, consolidation 
and improvement, adopted at the Third Plenum of the llth CCP Central Committee is 
entirely correct. the present economic condition in our country is fine. 


However, we must also be soberly aware that for a long time, especially during the 
10 years of turmoil brought about by Lin Biao and the "gang of four," the mistakes 
in economic work has created serious difficulties for the national economy, and it 
is hard to imagine that these difficulties can be entirely eliminated in a few 
years. At present, the main problem in our economic work is with the scope of our 
capital construction which is too large for our national financial and materials 
resources. This was the cause of huge financial deficits which have in turn 
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brought about over-issuance of currency and increased prices. In order to restore 
the balance of finance and credit, and to basically change the situation of na— 
tional economic imbalance, we must unswervingly grasp the key link of readjustment. 
Those projects which are considered indispensable should be well protected while a 
r ‘at must be promptly made once this is considered justified. The purpose of 

a .. "porary retreat is only to concentrate the resources and to lay a good founda- 
tion for a subsequent advance. The four modernizations will then be able to march 
on in firm and steady steps. 


Close attention to readjustment means a further reacjustment of the proportionate 
relationships among all sectors of the national economy with particular emphasis 
on the balance between agriculture, light industry and heavy industry and between 
accumulation and consumption so that they can all develop in harmony. Then how 
should we proceed with this readjustment? According to the existing conditions, 
we should proceed mainly in the following order: retreat, reduction, checkup and 
increase. 


First, retreat. This means a sufficient retreat on the capital construction front. 
The so-called sufficient retreat in turn means a retreat to a point compatible with 
our present nation. resources. Although the number of capital construction p.o- 
jects was reduced through the readjustment in 1980, some projects, which should 
not be carried out under existing conditions have not been halted. Therefore, the 
number of capital construction projects is still excessive. The excessive number 
is not only prominently shown in our budget, which has been worked out without due 
consideration to the availability of our resources; chere are also many extra- 

| udgetary projects which are on the increase and cannot be brought under control. 
[In the past several years, capital construction projects financed by extra-budget- 
ary funds have continued to increase. According to preliminary statistics, the 
ratio of extra-budgetary funds to all other funds used on fixed assets for the 
purpose of reproduction by the units owned by the whole people is rising vertical- 
ly. It was only 1l percent during the First Five-Year Plan, but rose to 38 per- 
cent in 1976; to 40 percent in 1979; and to nearly 50 percent in 1980. There are 
many sources of extra-budgetary funds, but they can be generally grouped under 

four different categories: first, locally raised funds; second, funds raised by 
the enterprises themselves; third, funds left over from administrative expenses 

in the administrative units; and fourth, the various apportioned funds The after- 
eftects of an over-extended capital construction front are clearly shown in poor 
investment returns. First, the construction period becomes longer. A large or 
medium-size project required an average of approximately 5 years for its comple- 
tion during the First Five-Year Plan; now it requires more than 10 years. Further- 
more, the comprehensive productive capacity is now far from ideal. Investments in 
capital construction amount to a large portion of the accumulated funds. There- 
fore, in readjusting the proportionate relationship between accumulation and con- 
sumption, stress should be laid on accumulation, and the main accumulation cutback 
should be made on the scope of capital construction. This is the central link in 
economic readjustment. 


Second, reduction. This means reduction of the proJuction of goods already in 
excessive supply by “closing, suspending, merging or converting" some enterprises. 
The present conditions of production are basically characterized by the slow pro- 
ijuction of goods in short supply resulting ‘. .a excess of demand over supply, 
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while the production of goods in excessive supply and overlapping construction 
projects are stockpiling and continuing; and by the mushrooming of small factories 
even though large enterprises are operating under capacity. The result is the ir- 
rational phenomenon of emall and new units competing with the large and old ones 
for fuel and raw materiale. For example, many old spindles in the cotton textile 
trade of the country cannot operate at full capacity because of the shortage of 
raw materiale, and yet in the past 2 years, more than 300 cotton textile mills with 
less than 10,000 spindles were newly built. We had already had more than 1,500 
large breweries, but in the past 2 years again, tens of thousands of small brewer- 
ies were set up. These small factories consume a lot of energy and raw materials, 
and are mostly operating blindly. So the greater their production, the higher will 
be their waste. That is why those enterprises which are producing goods of infer- 
ior quality, consuming excessive fuel and raw materials, sustaining heavy losses, 
and having poor sales, should be subjected to the “closing, suspending, merging 
and converting” treatment, and in the process of such treatment, these enterprises 
should be reorganized or integrated with others according to requirement and feas- 
ibility. In this way, more energy and raw materials can be saved to promote the 
production of goods in short supply. If the overall situation is taken into con- 
sideration, we have to give up something in order to make more gains. We must rid 
ourselves of unnecessary burdens and steer away from our w ek:esses before we can 
give full play to our strong points and continue to make economic gains. 


Third, checkup. This means a general checkup on the goods in stock. In the sphere 
of circulation, every trade or undertaking is in possession of huge sums of cir- 
culating funds, and the tc cal amount of steel materials, machinery and power prod- 
ucts and other materials now being kept in the warehouses is considerable. To make 
good use of these huge financial and material resources, we should conduct a gen- 
era’ checkup and rational readjustment in order to reduce these stagnant funds to 
the waximum extent, and to use the steel materials in stock, after certain proces- 
sing, aS substitutes for timber in the countryside. Some high-grade products in 
stock can be sold and paid for in installments while stagnant goods can be dis- 
posed of at cut prices. We should use materials to full advantage so as to in- 
crease our national wealth. 


Fourth, increase. This means increasing production and practicing economy. Be- 
sides reducing accumulation and controlling consumption, we should also do a lot 
of work in increasing production and practicing economy in the course of economic 
readjustment. On the one hand, we should adopt various vigorous and meticulous 
measures to conserve energy and to curtail expenses; and on the other hand, we 
should also endeavor to promote agricultural and light and textile production. We 
should arrange the production tasks on a priority basis so that the available raw 
materials can be used to produce better economic results. We should also tap the 
productive potentials, improve the technology of production and raise our labor 
productivity. The makeup of products should be readjusted with a view to changing 
low-grade into high-grade products of good quality, and producing more popular 
goods to meet the market demand. 


{Article by ‘Yun Min [0061 2429) and Guo Ren [0943 0088): “The Main Contents and 
Tasks of the Present Economic Readjustment”) 


In order that the national economic readjustment can be a success, there should be 
a retreat, and a sufficient retreat at that, in some areas. The main problem at 
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present is that the accumulation rate is too high) the capital construction front 
ia too extended; the increase of enterprises is too fast; the scales of heavy in- 
dustry and processing industry are too large; and the financial outlay is too 
heavy. These excessive scopes must be reduced, and sufficiently reduced, hefore 
the proportionate relationships can be well adjusted, and steady and sustained 
progress could be maintained in the national economy. On the other hand, we should 
also provide the necessary conditions for an advance in other areas. 


The main contents and tasks of the present national economic readjustment are as 
follows: 


First, readjustment of the relationship between accumulation and consumption. 
Accumulation refers to the portion of national income to be used for expanded re- 
production, while consumption refers to the remaining portion to be used for satis- 
fying the material and cultural wants of society and individuals. High accumulation 
has always produced unfavorable economic results since the founding of the People's 
Republic. From 1958 to 1961, the accumulation rate was as high as 30 percent, and 
the result was an imbalance of the national economy as s.iown by the large reduction 
of agricultural and then the light industrial outputs. During the 10 years of 
turmoil, especially since 1970, the accumulation rate had all along exceeded 30 
percent, and the three-line construction was vigorously pushed. The outcome was 
the appearance of numerous “five-small" [iron and steel, coal, chemical fertilizer, 
cement and machinery) enterprises. The capital construction front became more and 
more over-extended, and this, in addition to other factors, brought our national 
economy to the brink of a complete ruin in 1976. A high accumulation rate was 
iintained in the first 2 years after the smashing of the “gang of four,” and by 

', the accumulation rate reached 36.6 perc ont. A huge quantity of equipment was 
“qported; the scope of capital construction was further expanded; and the imbalance 
became even more acute. Despite some reduction of the accumulation rate during the 
2 years of readjustment following the Third Plenum of the llth Party Central Com- 

tee, the influence of the leftist thinking was not eliminated and the Party 
entral Committee's policy of readjustment was not clearly understood or effective- 
ly implemented in some departments and localities. Furthermore, because of the 
many sources of funds and the chaotic management, the cutback on capital construc- 
tion front did not produce the desired re.ult. Since the cutback was not quite 
successful and we had to increase our expenditures in improving the people's liv- 
ing conditions, huge financial deficits appeared. Therefore, in making the reed- 
justment this time, we must start with the reduction of the scale of capital con- 
struction and readjust the relationship between accumulation and consumption by 
keeping the accumulation rate below 30 percent. The national economy will then 
be able to develop in a healthy way. 


ud, readjustment of the proportionate relationship amona various sectors of 
the national economy, or the relationship between agriculture, light industry and 
neevy industry. China is an agricultural country and agriculture is the founda- 
tion of our national economy. In our national economic planning, we must adhere 
to the principle of taking agriculture as the fou lation and industry as the lead- 
ing factor and following the priority order of agriculture, light industry and 
neavy industry. However, we have for a long time violated this principle in our 
oractical work by one-sidedly stressing the development of heavy industry and 
neglecting that of agriculture and light in’ :*.y. In 1976, the proportion of 











heavy industry was raised to 59.6 percent, and in 1978, it was further raised to 
61.7 percent. Since then, there has been some growth of light industry, thanks to 
the readjustment, and the ratio of ite output value to the total industrial output 
value was increased to 46.7 percent. This, however, was still below the level of 
the early 1950's when it was more than 50 percent. There were not enough consumer 
goods, though urgently needed in people's daily life, and the quality of these 
goods was poor. The supply was far from adequate for the increasing requirements 

in people's daily life. Therefore, the purpose of the readjustment this time is 

to solve the important problem of feeding and clothing the people and to place agri- 
culture in the first place and light industry in the second place in economic work. 


Third, the proportionate relationship within various industrial departments should 
also be further readjusted. This is particularly necessar, for heavy industry. 

Por example, the machinery and other processing industries have developed too 
rapidly for the energy and other raw material industries to catch up with. Further- 
more, transportation is a weak link in our country because it cannot keep pace with 
the development of industry and agriculture. There are also problems of imbalance 
within certain trades. For example, the refining capacity for ferrous and nonfer- 
rous metals is higher than that of extraction and tunneling in mining, and extrac- 
tion and tunneling are out of balance in the coal and petroleum industries. The 
internal structure of light industry too is somehow inconsistent with the require- 
mente of the home and foreign markets, particularly in recent years, because of 

the competition for raw materials and for the market among the overlapping plants, 
which have been thoughtlessly built, and the competition of small units with the 
large ones. All these problems should be solved in the course of readjustment. 


A successful readjustment in the above three aspects will take several years, but 
the main effort should be directed at the reduction of the scale of capital con- 
striction. The main task in this connection is to greatly reduce the investments 
and to halt or postpone a large number of construction projects in order to concen- 
trate the available manpower and materials on the other projects, now being contin- 
ued; to reduce consumption of fuel and raw materials; and to improve the quality of 
construction as well as the returns o. investment. Investments in capital con- 
struction generally amount to 40 percent of the total financial outlay in our 
country. This is a huge expenditure. Therefore, a successful readjustment in 
capital construction will be of great help in maintaining our balance in finance, 
credit and materials, in eliminating the hidden danger, and in stabilizing the 
economy . 


The industrial front as a whole should also be shortened by closing or suspending 
a large number of enterprises. This will enable the other enterprises to operate 
at full capacity with regular supplies of energy and raw materials, to further 
strengthen their business management and tap their potentials, to increase produc- 
tion and practice economy, and to make more profits. While a retreat must be made 
in heavy industry, some of the overlapping plants, which have been rashly estab- 
lished, of the light industry should be also closed or suspended. On the whole, 
however, there should still be an advance in light industry, and its general pro- 
duction level should be raised at a certain constant speed. Agricultural produc- 
tion should also be increased. There are goods in short supply as well as goods 
in excessive supply in heavy industry. For those in excessive supply, production 
should be reduced or halted, while production of those in short supply should be 











inereased, To increase the production of the necessary items, we should rely on 
the expansion of productive capacity inetead of capital construction. Problems of 
erude oll, hydropower and other energy resources cannot be solved by converting 
some plants’ production lines. Solution of these problems should be found from 
the practice of economy in the next several years. Also, low-grade products should 
be reduced in order to promote the production of high= and medium-level products 
and to improve economic results. 


In the past several years, the estate has done a great deal of work in improving 
people's living conditions by raising the procurement prices for agricultural 
products, the adjustment of wages, the introduction of the bonus system, the large- 
scale housing program in the urban areas and so forth. However, our country is 
very poor and is confronted with many difficulties. Sustained efforts are needed 
in the attempt to improve the living conditions for a population of a billion along 
with the gradual development of production. In trying to improve people's living 
conditions, therefore, we should only attempt the possible and keep our expenses 
within the limite of our income instead of acting rashly in carrying out grandiose 
schemes. Furthermore, in the economic readjustment here after, we should also re- 
duce our administrative expenses so as to wipe off the deficits and to check cur- 
rency inflation. 


Our material conditions now are far better than they were in the ea ‘ly days of the 
People's Republic when we began to have unified financial and economic systems. 
They are, in fact, even better than they were during the 3 years’ readjustment in 
the 1960's. As long as the broad masses of cadres and people are united as one, 
he present difficulties can certainly be surmounted and the hidden danger can 
sertainly be removed through their combined e‘/orts. 


[Article by Yun Guo [0061 0943]: “Reduction of the Scale of Capital Construction-- 
Key to Economic Readjustment this Time") 


China is now making a further economic readjustment and reduction of capital con- 
struction projects will be the central link in the readjustment. 


in the past year, we achieved some initial success in reducing the scale of cap- 
.tal construction by halting or postponing 295 projects. However, the number of 
capital construction projects now under construction within or outside the state 
budget is still too large and far beyond the limits of the state's financial and 
material resources. An excessive scale of capital construction will necessarily 
sreate a shortage of the means of production and lead to price increase ina dis- 
yuised form and a tight supply of materials. 


At present, the invesntments in capital construction and the funds used in tapping 
the potentials and in renovation and transformation of enterprises in our country 
ire far excessive to our present material resources. In the three major materials, 
‘cx example, there was a discrepancy between funds and materials in 1980. The 
amount of steel naterials from unified stete dist: ibution and other sources in 
1989 could only be sufficient for about 85 percent cf the requirement of capital 
sOnstruction investments, and there was no assurance of supply for the remaining 
15 percent. The steel materials from state distribution for the purpose of tap- 
Ping potentials, renovation and transformation ould only meet about 55 percent 





of the actual requirements, and there was no assurance of the availability of 
steel materials for the remaining 45 percent. 


In 1970, the timbers available for capital construction could only be 60-70 percent 
of what is required by the scope of capital construction based on the total in- 
vestments, while those used for tapping potentials, renovation and transformation 
available through state distribution could meet one-third of the actual requirement. 
The gap here is even larger. 


The above-mentioned gaps are somewhat flexible though. Despite the short supply of 
cement from unified distribution, for example, there is still a lot o° locally pro- 
duced cement. Although of a lower grade and unfit for capital construction, 
strictly speaking, the cement from local sources can still serve as « substitute in 
times of dearth. The gap in timbers is very large; however some of them can be ob- 
tained in the market at negotiated prices. Nevertheless, these expedie:.ts cannot 
fundamentally solve the problem of imbalance between funds and materials. Further- 
more, some units have started more and more projects in the name of tapping poten- 
tials, renovation and transformation, although these projects are capital construc- 
tion in nature. This practice has further widened the scope of capital construction 
and upset the balance between funds and materials. 


Some 50 billion yuan were invested in capital construction in 1979. In 1980, such 
investments were still more than 50 billion yuan. Because of the shortage of ma- 
terials, capital construction units have tried to cut one another's throats by 
means of negotiated prices or cooperative exchange of materials. As a result, the 
capital construction front became even more over-extended, and the number of half 
finished projects grew even larger. For a long time, the productive capacity could 
not be increased and the investments yielded poor returns. Furthermore, heavy in- 
vestments in capital construction brought about the reduction of funds for regular 
production, maintenance and repairs, replacement of equipment, and tapping poten- 
tials, renovation and transformation, besides disturbing the market. At present, 
many production enterprises can only operate 3 days after every 4 days enforced 
idleness because of raw material shortage. There are also many units failing to 
make use of their bank deposits for tapping potentials, renovation and transforma- 
tion, and the outdated equipment of many plants could not be replaced. If the in- 
vestments in capital construction will remain over the 50 billion yuan mark in 
1981, then funds and materials will be even more seriously out of proportion. 


Since the Second Five-Year Plan, the ideology of over-eagerness for quick results 
have gained the upper hand, anc investments in capital construction have become 
irrational. The orientation of investments was once set right during the 3 years' 
readjustment, when the principle of production before construction and simple re- 
production before expanded reproduction was advanced. This correct principle was 
completely discarded during the 10 years' turmoil. After the smashing of the 
“gang of four,” the problem of blind expansion of capital construction remained 
unsolved. On the contrary, it even became worse. 


At present, 30 percent of the total productive capacity in our country are left 
idle because of energy shortage; yet in many localities, overlapping plants are 
being newly built. The outdated equipment of many plants in the old industrial 








bases have to be replaced, but such replacement cannot be considered under the 
present arrangements. Tapping potentials, renovation and transformation of old 
enterprises call for less investments but yield quick results; yet the funds ear- 
marked for this purpose are being diverted to new construction projects. From the 
pattern of investments, we can see not only the irrational ratio between agricul- 
ture, light industry and heavy industry but also the imbalance between the "van- 
guard” departments of coal, electricity, oil and transportation on the one hand and 
the processing industry on the other, all within the heavy industry. Investments 
in commerce, science and technology, culture and education, and other similar fields 
are also very very inadequate. These problems were recognized after the Third 
Plenum of the lith Party Central Committee, and a series of correct policies to 
speed up the development of light and textile industries, energy resources and 
transportation facilities; to use 60-70 percent of the investments in capital con- 
struct on for tapping potentials, renovation and transformation, and so forth were 
adopt a. Yet for more than 2 years, apart from the increased speed in developing 
light industry, not much progress has been made in the development of energy re- 
sources and communications and transportation facilities. The policy of tapping 
potentials, renovation and transformation of the old enterprises as a major concern 
in capital construction investments has not been carried out. 


There are two main reasons for this. First, many imported projects belong to the 
processing industry which consumes a very great deal of energy. These projects are 
running counter to the principle behind the solution o he urgent problems with 
coal, electricity, oil and transportation, and once they acquire their productive 
apacity, the shortage of coal, electricity, oil and transportation will become 
ven more acute. In the metallurgic industry, the present pressing problem is in 
the varieties and specifications of products rather than the expansion of produc- 
tive capacity for steel. This problem should be solved by making full use of ‘e 
old enterprises through the tapping of their potentials and their renovation and 
transformation instead of building new large steel plants by making heavy invest- 
vents. Unless these ,rojects are halted, the imbalance will become even more ser- 
ious. Secondly, although direct investment in capital construction under the 
state budget have been reduced, capital construction projects financed by funds 
from the localities and enterprises have increased, because the enterprises have 
quired greater decision-making power and are more independent of financial allo- 

\tions. Moreover, there are now more loans to finance projects of a capital con- 
steuction nature. In view of the many extra-budgetary channels for financing cap- 
ital construction, the scope of capital construction is now being enlarged instead 
of reduced. Since direct investments under the state budget have been reduced, 
the state will not be able to increase appropriations for development of coal, 
electric.ty, oil and transportation. It is true that investments in capital con- 
struction from the localities and enterprises have been increased, but these funds 
are mostly used for the development of the processing industry. Many of the newly 
built small factories are playing overlapping roles, and very few of them have any~- 
thing to do with the development of coal, electricity, oil and transportation 
whieh do not yield quick returns. Thus the “vanguard” devartments o coal, elec- 
tricity, oil and transportation can hardly make any headway, simply because of 
investment restrictions. 


The excessive scale of capital construction and the irrational pattern of invest- 
sents have brought about the serious consec ° es of poor returns on investments. 














Although fixed assets have continued to increase in the past 2 years, the industri- 
al output value has continued to decline. This shows that if the pattern of 
investments is irrational, we cannot give full scope to the «» nmanded productive 
capacity and neither production nor revenues can be increased, Furthermore, in an 
effort to catch up with what has long been in arrears, we have to pay more atten~ 
tion to consumption. Yet because we failed to reduce the scope of capital con- 
struction, huge financial deficits have become inevitable, and these deficits have 
led to currency inflation. This was mainly the reason why our financial and 
economic work has been reduced to a passive position. 


Recently, the state Council reiterated the need for a further readjustment as a 
solution of the problem of over-extended capital construction front. We are now 
adopting the following measures for this purpose: 


First, starting from 1981, special measures have to be carried out to reduce the 
investments (in the form of either state allocations or the utilization of foreign 
funds, bank loans, self-raised funds, and funds ear-marked for tapping potentials, 
renovation and transformation) in fixed assets. 


Second, the development of coal, electricity, oil and transportation sould be 
protected. We should make the best use of funds by investing them in the projects 
which produce the quickest results. Some projects should be protected and some 
should be postponed. The present method of giving preferential treatment to "con- 
nections" and starting projects everywhere must not be permitted. 


Third, we should be mindful of the overall situation, and no department or locality 
can be permitted to go its own way. Therefore, we should follow a rational pro- 
duction pattern, disregard the former special relations between different locali- 
ties and departments, and work out a comprehensive plan. Overlapping construction 
projects serving no useful purpose are strictly prohibited. 


Fourth, the job of tapping the potentials of existing enterprises and of renovat- 
ing and transforming them; the housing projects for workers, the construction of 
schools and other important municipal projects should be protected. In tapping 
the potentials of existina enterprises and renovating and transforming them, em- 
phasis should be laid on saving oil, coal and electricity and on increasing the 
production of goods in short supply. Production of goods already in excessive 
supply should be brought under control. 


Fifth, to set a good example, we shouli first halt the 22 types of projects ac- 
cording to the original “six not allowed" regulations. Projects calling for new 
construction must be first examined, considered and approved one by one. Prompt 
action is necessary in order to avoid the waste of time and loss of favorable 
opportunities. 


A general check-up should be conducted on the projects being undertaken (including 
the projects undertaken in the name of tapping potentials, renovation and trans- 
formation). All projects should be scrutinized and discussed, and those not 
certified as feasible by the technical departments or as ecnomically advisable by 
the economic and scientific departments, will not be given the recuired construc- 
tion permits. The construction banks should be instructed not to appropriate any 
fund for projects without this permit. 











To insure the implementation of these measures, it is proposed that a committee 
for the examination of construction investments be formed of the planning commit- 
tee, capital construction committee, economic committee, finance committee, the 
banks and the material departments to operate as an authoritative government organ 
under the local government at various levels. The general scope of investments 
and material supplies stipulated by the state must not be ex »eded, and any excep~ 
tion must be reported to and approved by the standing commit : of the People's 
congress at various levels and sanctioned by the State Counc. pefore it can be 
considered legitimate. 


For the same reason, it is furtherproposed that under the jurisdiction of the 
standing committee of the People's Congresses at various levels, an examination 
and accounting bureau should be set up to be responsible for reexamination. 


Active state intervention is necesiary to enforce compliance with the regulations. 
The banks should be authorized particularly to exercise the function of bookkeep- 
ing and supervision in matters pertaining to investments in fixed assets through- 
out the country. 


Sixth, the channel of funds should be readjusted. At present, there are more than 
6) channels for obtaining funds for capitai construction in the localities. These 
channels should be readjusted. Besides the People's Bank, the Construction Bank 
and the Bank of China, no other unit can be allowed to extend loans for capital 
construction or similar projects. All bank loans for capital construction should 
be included in the state plan for an overall balance to be worked out. The surplus 
fi. neial resources of localities, enterprises and establishments should be placed 
1 the unified disposal of banks or credit companies to earn interests. 


eventh, foreign loans should be controlled. The use of foreign funds should be 
based on our ability to repay and supported by proof of the technological advan- 
tages as well as economic benefits. It should also be subject to the bank's 
upervision. 


‘(Article by wen Ren (2429 0088): “Economic Readjustment and Restructuring] 


‘ina's system of economic management is beset with serious defects and shortcom- 
ngs, such as over-centralized authority and “eating out of the same pot.” As a 
it, the enthusiasm and initiative of the enterprises and workers are dampened, 
ind economic development lacks vitality and flexibility. Since the Third Plenum 
f§ the llth Party Central Committee, China has carried out a series of reforms on 
the economic structure. Practice has proved that the orientation of these reforms 
is correct end that these reforms have produced good results and played an active 
role in enlivening the economy and increasing economic benefits. In 1980, experi- 
ments of expanded decision-making power were conducted on more than 6,600 enter- 
prices, and the result of these experiments showed that the a: nual output, the out- 
put value, and the profits handed over to the state by these enterprises were 
jreater than before the experiments. 


Moreover, after the reorganization and integration »f enterprises, the reforms in 
capital construction investments have produced good results. 


in the .ong run, there should be a resolute, sv’ tematic and overall restructuring 
the existing system as the only way to a eve 4 sustained and steady develop- 
ent of our economy. Fur example, there is now a dislocation between economic 




















authority and economic responsibility in the present system of capital construction, 
Without a reform in this respect, it will not be easy to reduce the scale of capital 
construction. The purpose of the present substitution of loans from construction 
banks for state allocations for investment in capital construction, and the change 
from free use of fixed assets to payment for such use ia precisely to bring about 

a satisfactory combination of economic authority and economic responsibility and to 
put an end to the former practice of competing for projects, investments, materials 
and equipment regardless of economic responsibility and economic results. 


For the immediate present as well as the distant future, economic restructuring 
should be carried out firmly and unswervingly. However, present conditions are 
not yet ripe for an overall restructuring, which therefore can only proceed slowly 
in order that all available resources can be concentrated on readjusting and sta~ 
bilizing the economy. 


There are three reasons why an overall restructuring is impractical at the present 
moment. First, one of the important aspects of economic restructuring is the re- 
placement of the former single regulative role of planning of a mandatory nature 
with a combination of the regulative roles of both planning and the market. The 
use of the regulative role of the market guided by planning has in the past several 
years played an effective role in rewarding the advanced units and spurring on the 
backward ones. Yet, as proved in pract -‘e, full use of the market's regulative 
role should be predicated on a normal si ‘te of supply and demand. When the national 
economy is seriously out of proportion aid the general demand for both capital and 
consumer goods is far in excess of the supply, there should be no difficulty in 
selling goods of inferior quality even at higher prices. This situation will not 
encourage the enterprises to improve their production or operation, and any relax- 
ation of the necessary administrative measures on price control will add to the 
chaos in the market and in pricing and give rise to rush purchasing, illegal pur- 
chasing, speculation and profiteering, and the driving up of prices. Under present 
conditions, therefore, the state must strengthen the regulative role of planning 
and such administrative measures as planned procurement, planned allocations and 
rationing. Nor can it relax its control over the prices of goods ir short supply, 
if commodity prices are to be stabilized. 


Secondly, an important requirement of economic restructuring in enterprise manage- 
ment is to convert enterprises into relatively independent business units so that 
they will be solely responsible for the result of their business operation. En- 
terprises have to be managed efficiently in order to increase their revenues; 
otherwise, their profits will be less and their revenues reduced. This has a 
close bearing or he incore of the workers and staff members, and will encourage 
the enterprises to take theinitiative of reviewing their work performances before 
deciding on their rewards or punishments. For more than 1 year, experiments of 
expanded decision-making power have been conducted on more than 6,000 enterprises 
and some of them are already in a position to try out the system of paying taxes 
rather than handing over profits to the state, practicing independent business 
accounting and taking responsibilit. for their own profits and losses. This 
experiment has been quite a success. However, when the national economy is ser- 
iously out of proportion, and the external concitions are abnormal, the enterprises 
are not yet able to produce any decisive effect on their production or profits, and 
their decision-making power cannot be fully utilized. There have been many such 
instances among the experimental enterprises. The way can be cleared for further 
restructuring only when these imbalances have been adjusted and the economy stabilized. 








Thirdly, economic restructuring will inevitably involve a readjustment of economic 
relations, such as the relations of interests between the state, the collective and 
the individuals. Although restructuring on thewhole can bring about an increase of 
income for all concerned, a certain party may for a while receive less than the 
others. Before the completion of an overall restructuring, there is usually cer- 
tain uneven distribution of benefits among different enterprises even of the same 
trade, and the usual way to equalize the difference is through large state appro- 
priations. Yet this is impossible in view of the imbalance and tight financial 
situation at present. 


Furthermore, the restructuring is jus. beginning, and the experiments of delegating 
financial power to the lower levels, increasing the channels of circulation, and 

so forth are only in their initial stage. Therefore, the restructuring can only 
proceed at a slow tempo in order that the new problems brought to light in the 
process can be seriously studied and an improved plan could be worked out. This 

is quite necessary. 


While the ree ustment of national economy is going on, “he reforms which have 
proved to be effective at an earlier stage should be encouraged, and the resulting 
successes should be consolidated and developed. At the same time, some small- 
scale reforms can also be tried out systematically and under proper leadership. 

Tn restructuring at present, attention should be paid to the following specific 
points: 


Ll. The 6,000 and more enterprises undergoing the experiment of expanded decision- 
aking power, should continue their good work and conscientiously sum un their 
<periences, so as to gradually perfect the m.sures used. However, the scope of 

experiment should not be further enlarged. 


Por the enterprises not yet undergoing the experiments, the system of enter- 
erise funds should be continued with the system of taking responsibility for their 
wn finances as an a.ternative. Rewards should also be offered for the reduction 

of losses and increase of profits. 


The reorganization and integration of enterprises should be promoted. In the 
rocess of “closing, suspending, merging and converting,” we should take advantage 
the favorable opportunities offered by the readjustemnt to reorganize the in- 
‘ustry in accordance with the sound economic logics of specialization and coordin- 
ation. Various forms of economic integration should be organized by breaking down 
regional and departmental barriers, in order to increase the productive capacity. 
The method of integration should start at the lower levels in harmoniou: coordina- 

tion with the planning at the higher levels. 


Market regulation should continue to be done well under the ,uidanace of the 

‘tate plan. Departments responsible for the work should strengthen market fore- 

1g and market reporting work, and intensify administrative intervention as 
necessary to lessen blindness in action. 


De ontinue to promote the reorganization and integration of enterprises. Make use 
tavorable opportunity that readjustment affords when enterprises are "closed, 
valted, merging, or changing over," to reorgani~.s industry in accordance with the 
iT 1 


ciples of specialized cooperation and e. omic sense, and to break down sectors 
and the systcm of ownership by departments in order to organize various forms of 











integrated economic bodies to form new productivity, In action, integration from 
bottom to top should be combined with planning and coordination from top to bottom, 


6. Reforms of the leading structure inside enterprises should be carried out ac- 
cording to the rules and regulations of the central authorities. It should be 
first tried out in a small number of units and then gradually popularized when 
sufficient experiences have been gained, 


/, On the condition that the public ownership remains the predominant element, 
adequate development of the urban economy of individual ownership should be 
allowed, 


A good job done in the above reforms will not hinder but benefit the readjustment. 
However, during the period of readjustment, all reforms should be subjected to 

this readjustment. Those measures of reform which do not conflict with the present 
readjustment and which may even benfit it, should be continued. For example, the 
reorganization and integration of enterprises can be carried out in coordination 
with the readjustment in a planned and systematic vay under the unified leadership 
of the Party Central Committee. Judged from a long-term view, those reforms which 
are rational and indispensable, but contradict the present readjustment should be 
postponed until a more appropriate time. For example, an overall reform of the 
pricing system should not be carried out now because of the very complex conditions 
involved and the possibility of a chain reaction being touched off by even a slight 
move. 


[Article by Xi Ping [1585 1627): "The Trend of "Sconomic and Trade Relations with 
Foreign Countries During the Period of Readjustment") 


This will be the year of intensified economic readjustment in China. For this 
reason, some foreigners have worries and misgivings to varying extents. Because 
of the economic readjustment, will it be still possible to do buriness with China 
this year or in the next several years? Will there be difficulties in economic 
cooperation with China in the forms of joint venture, processing materials, assem- 
bling parts, or compensatory trade? Will t.ere be any change in China's policy 

on its economic and trade relations with foreign countries? This and so forth. 


Readjustment Means Promotion and Restriction, Advance and Retreat 


These questions have been indirectly answered in the recent talks by high-level 
Chinese leaders. Zhao Ziyany, China's premier, recently told a Japanese guest: 
“We are making a further readjustment of the national economy, but our line of 
accomplishing the four modernizations, our open-door policy, and our policy of 
economi: restructuring will not be changed." Vice Premier Gu Mu, who is in charge 
of economic relations with foreign countries, also said recently: “Even during 
the period of readjustment, there is still a very broad field for China to carry 
out economic, trade and scientific and technological cooperation with friendly 
countries as long as it is closely related to the requirements of our national 
economic readjustment.” 


The question raised in Mr Gu Mu's talk gave food for thought to those inclined to 
cooperate wit’ China: The field of cooperation is broad, but the cooperation 
should be related to the requirements of China's economic readjustment. China's 
economic readjustment does not mean a simultaneous advance in all fields or a 








total retreat. Inatead, it means both promotion aid restriction, advance and re- 
treat. If the way of your cooperation meets the urgent needs of China's economic 
readjustment, you will certainly be welcomed; however, if what you are bringing in 
happens to be among the items to be curtailed, then you are in for a big disap- 
pointment. Then which way of cooperation should be chosen for joint venture, im- 
port and export trade, or technological exchange? On this point, I have conducted 
some research in a personal way. 


On the Establishment of Joint Ventures 


The promulgation of the "Law on Joint Ventures Using Chinese and Foreign Invest~- 
ment" in 1979 was followed by "The Income Tax Law Concerning Joint Ventures with 
Chinese and Foreign Investment," "The Individual Income Tax Law" "Regulations on 
the Registration of Joint Ventures Using Chinese and Foreign Investment," and the 
"Detailed Rules and Regulations for the Implementation of the Income Tax Law" and 
so forth. According to information received, the detailed rules and regulations 
concerning joint ventures with Chinese and foreign investments and the relevant 
legislations will soon be forthcoming. Reliable information from another source 
reveals that the leading Chinese organ concerned is now conducting an all-round 
investigation of the joint ventures already in existerce in order to solve the 
current problems as well as to sum up the experiences for future development. All 
these efforts indicate China's firm policy of cooperation with foreign countries, 
and its confidence in joint ventures even during the period of readjustment. The 
work being done in this connection is hecoming increasingly meticulous. 


‘hina has cich natural resources and a huge povulation. In the long run, it is an 
ileal cooperating partner in view of its prorising future. However, it is now 
short of funds; its technology is backward; and its raw materials do not seem to 
be enough. Therefore, .n adjusting the disproportion, the weak link of agricul- 
tural production should be strengthened. There is also the urgent need to import 
sivanced technology ar? up-to-date equipment and to learn advanced methods of man- 
agement. Thus any trade or project meeting the above requirements should be the 
main factor in China's cooperation with foreign investors. 


China has good potentials for a huge market as people abroad have noticed for a 
long time. However, its economy is very backward; ti. people's purchasing power 

is very low; and the state needs huge amounts of foreign exchange to pay for its 
imports. Therefore, the joint ventures must maintain a balance of foreign cur- 
rency and strive to increase its foreign exchange earnings. From this, we can see 
that the focus of Chinese cooperation with foreign traders is to run joint ventures 
mainly as a means of promoting exports and finding its way into the world market. 


At the same time, we must note that while China is in need of funds, there are 
also a large number of existing enterprises in need of consolidation and trans- 
formation. If cooperation with foreign traders will be helpful in rebuilding its 
investment in new projects; or in raising the output and quality of its ;r-ducts, 
then such cooperation will certainly be welcomed, and there is a lot of room for 
its development in China. 


In view of the above, I think the following are the main lines of business for 
joint venture between China and the investcr 
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l. The exploitation of energy resources and the increase of production and prac- 
tice of economy. This includes joint prospecting and exploitation of petroleum 
and coal; the building of hydropower and nuclear power stations, and the technical 
transformation of the existing enterprises with particular emphasis on energy 
conservation. 


2. Building industry. This includes the production of petrochemical industrial 
materials, up-to-date construction materials, packaging materials and others which 
are temporarily in short supply in China. 


3. Light and textile industries. In this field, the main requirements are pro. 
bly the importation of new technology, the increase of new products to replace the 
old ones, the accelerated transformation of certain trades, the comprehensive 
utilization of raw materials, and so forth. 


4. Machinery and electronic industries. Here the main effort should be made in 
improving the quality of basic parts and elements and raising the basic process 
technology. 


5. The basic construction of railways and port facilities which are the weak links 
in the communications and transportation system. 


6. Tourism. In the past 2 years, China has signed a number of contracts with 
foreign trades for the construction of high class hotels. Hereafter, in the 
building of new hotels or service centers, there would probably be a combination of 
large, medium-size and small ones instead of only high-class ones. At the same 
time, there may be the rebuilding of old ones along with the building of new ones. 


?. In agriculture, animal husbandry, maritime breeding and fisher; and in the 
comprehensive development cf frontier and remote regions, there are many lines of 
business suitable for joint venture. 


By the end of 1980, China had already set up 17 joint ventures using Chinese and 
foreign investment. One of the better ones is the Beijing Airline Catering Ltd. 
This enterprise began its operation in May 1980 and its business continued to 
grow with increased profits every month. Now all Chinese and foreign airplanes 
landing in Beijing are catere by this company. 


The first joint venture using Chinese and foreign investment in Zhejiang Province 
is the Xiwu Rattan Work Company, Ltd, formed of the Zhejiang Provincial Rattan 
Furniture and Miscellaneous Industry Company and a Hong Kong company. This joint 
venture imports fine quality rattan from abroad to be made into rattan furniture 
and rattan wares according ‘to the supplied designs and patter for export. It 
also processes raw materials supplied by the customers according to the required 
specifications. This company started business in October and neld its first rat- 
Lan wares exhibition in Hangzhou nc. long ago. This exhibition was visited by 
traders from lw countries and regions including Japan, the .nited Sta.es, ‘anada 
and Hong Kong. In addition to some 60,000 Hong Kong dollars worth of goods sold 
on the spot, this company also signed a number of sales contracts covering trans-~- 
actions totalling more than 50 [as published] Hong Kong dollars. 








Other enterpi ises operating under joint ventures are the Tianshan Woolen Textile 
Mill of Xinjiang, the Artificial Flowers Plant and Artistic Color Photo Studio of 
Fujian, the Puteo [Grape) Brewery of Tianjin, and the Guangming Overseas Chinese 
Rlectronic Indust«y Company of Guangdong. Some of them have only recently started 
operation, and some others are still in the planning stage. 


Both Chinese and foreign members of these enterprises, whom I have interviewed, 
are of the opinion, based on their own experiences, that enterprises of this type 
can make maximum use of the existing buildings, workshops and equipments, and lit- 
tle or no new construction is required. China's investment is thus much reduced. 
This is one of the important factors for both parties to reach an agreement of 
cooperation. 


They all felt that so far veither preparations for joint ventur: nor productive 
business were all plain sailing, because of the many problems and difficulties. 
However, many investors felt that setting up enterprises jointly with foreigners 

is something new to China; therefore some difficulties from the lack of understand- 
ing and experience are inevitable, especia’ly in the absence of adequate legisla- 
tion. However, China's sincerity and cooperative attitude are admirable. 


They also mentioned, among other things, the problem of restrictions from the 
Chinese departments in charge of the enterprises when joint the joint ventures 
wanted to assert their rights to operate independently. It was said that the 
Chinese authorities have specifically told the leading industrial departments at 
‘arious levels that their relationship with joint ventures is one of guidance but 
ot leadership, and that these departments have the duty of helping the joint ven- 
cures overcome difficulties and carry on their legitimate business instead of in- 
terfering with their business. Of course, there are still many other spec. ic 
ruestions, such as how to procure raw materials at set prices; how to determine 
tne selling prices of that part of the joint ventures’ products sold in the domes- 
tic market; and so forth. Also, if the system of internal settlement of accounts 
in foreign exchange will begin in 1981, will the joint ventures enjoy the same 
treatment as given to Chinese enterprises? There are also questions about the re- 
ijuction or remission of customs duty on imported materials for the joint ventures, 
and bank credit. I put these questions before the departments concerned not long 
igo, anc the answer was that these questions are receiving great attention and 
that the initial regulations specificaliy dealing wich most of these questions had 


been drafted and would be implemented a: ‘on as they were approved after due 
ieliberation. The general principle calls for equality and mutual benefit, as 

wel! as simplicity ef procedures for the convenience of the joint ventures in their 
cOucine Operation. The question of technology transfer is one of the frequent 


problems encountered by joint ventures. As we understanc, the Chinese Patent Bur- 
ss .cdrafted the Chinese patent law eight times. As soon as it is approved 
the Legislative organ, it will be immediately promulgatea. 


Nhat have mentioned above is only one type of joint ventures using Chinese and 
foreiy.i investment, namely, the corporation type ich is suitable for heavy in- 
vestments with a high standard of technology and fer a fairly long lasting cvoper- 
2a¢ion. In China, especially Guangdong, however, there is another type of joint 
ventures called the contractual type. In this type, the rights and responsibilities 











of beth parties are not determined according to the sises of their shares, but 

are spelled out in the contract or agreement. Generally, the foreign partner sup~ 
plies funds, equipment, materials, industrial fights, proprietary technology, and 
teelnical assistance, While the Chinese partner supplies land, buildings, existing 
equipment, labor and other services, This type of cooperation is more flexible and 
simple, and suitable for cooperstio on 4 emall or medium scale. 


There are now nearly 300 coope:at.ve undertakings of this type in China. Most of 
theme -more than 280=--are in Guangdong Province. Other provinces and municipalities 
along the coast, such as Shanghai, Tianjin, beijing, Pugian, Liaoning, Hebei and 
Shandong, are following Guangdong's example and actively promoting cooperative 
undertakings. from this we can see the promising future for thie type of economic 
cooperat: © in China. 


On Processing, Assembling and Compensatory 1 ade 


As reported in Chinese newspapers and periodicals, and according to the statistics 
of 18 provinces, ™  .cipalities and autonomous regions, more than 6,300 contracts 
have been signed frow 197% -when China began to undertake processing, assembling 
and small-seale compensa’ory trade--to the end of June 1.980 by China with foreign 
tradere ad factories for processing and assembling, am! processing fees totaling 
some 90 million dollars have already been collected. In addition, 360 contracts 
have been signed for small-scale compensatory trade, and a. vsording to these con- 
tracts, the foreign traders will supply to these localities machinery and equip- 
ment totalling more than 350 million dollars in value. 


Processing, assembling and compensatory trade are used by China as an important 
means of developing foreign trade and importing advanced technology with foreign 
funds. Thies flexible form of trading will enable China to absorb more foreign 
funds and technology and bring into play China's strong pointe ir the abundance of 
manpower and natural resources, especially in view of the present shortage of 
funds and backwardness of technology. It can also help China tap the potentials 
of its existing equipment, improve the quality of its exported products, increase 
the designe and varieties, and expand its export trade. 


We should also note that there are many enterprises in China in need of technical 
transformation. As s00n as some key equipment is imported, production will be in- 
creased by 4 wide margin through full utilization of the existing equipment. While 
economic readjustment is now in progress, China does not have enough funds for 
importing much equipment. Py processing materials supplied by the customers and 
compensatory trade, however, it will be able to not only import advanced technology 
and equipment, but also learn something about scientific management from its coop- 
erat.on with foreign traders and from their mutual concern for the quality of their 


products. 


Therefore, even during the period of economic readjustment, cooperation with China 
in the form of processing, assembling and compensatory trade will not be adverse- 
ly affected. On the contrary, this form of cooperation can even be popularized. 


A vehicle parts plant in Mulan County, Heilongjiang Province was listed among the 
enterprises to be “closed, suspended, merged or converted” during the readjustment, 
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because of ite poor sales, The plant was operating under capacity, and the workers 
and equipment were left idle, resulting in heavy losses. Now, with the original 
factory buildings, manpower and machinery for processing at its disposal, this 
pliant has manufactured some other equipment through its own efforts, imported some 
key equipment, and started the production of sanitary chopsticks in the form of 
compensatory trade, These chopsticks are now selling well, and both manpower and 
materiale are being used to full advantage. The plant is developing again. 


The processing and assembling jobs for foreign tradere and the small-scale compen~ 
satory trade, although started in China more than 2 years ago, are now only in 
their initial stage as a trade in view of their distribution over 4 vast area. 
Therefore, there are great potentials for their development. Among the different 
lines of business, the light, textile and garment industries, the food industry, 
maritime breeding and fishery, and many other labor-intensive industries have good 
prospects for trade cooperation in a flexible way. Ase for geographical distribu- 
tion, the majority of flexible joint undertakings are in Guangdong and Fugian prov- 
inces. Guangdong alone has undertaken more than 3,600 processing jobs, being 57 
percent of the total national number. In other words, Guangdong's share is bigger 
than the grand total of the rest of China. Many other localities, such as Shanghai, 
Beijing, Tianjin, Pujian, Shandong, Jangeu, Zhejiang, Heibei, Liaoning and Guangxi, 
have 4 certain industrial foundation and abundant manpower, and there should be 
ample opportunity for the development of processing supplied materials and emall- 
scale compensatory trade in these localities. According to information received, 
these localities has already trained cadres and worked out plans, or are beginning 
to do so, and are forming contacts with foreign traders preparatory to the develop- 
ent of similar cooperative undertaking. These flexible trade transactions are 
ecessary not only now, but also in future Ch.na as a regular form of international 
trade. 


On Export Trade 


About 1 month ago, people learned from a news item that China will in 1981 adopt 
the system of internal settlement of accounts in foreign currency at the rate of 
2.80 yuan to 1 dollar. In 1980, the localities were permitted to retain 4 certain 
percentage of the foreign currency earnings from foreign trade. Therefore, people 
have reason to believe that there will be ample opportunity to do business with 
China in future. China had deficits in 2 consecutive years. Although forced to 
shorten the capital construction front, it still has to encourage export trade 
through financial subsidies. This shows China's strong determination in boosting 
ite export trade. 


China has to import certain indispensable materials every year. This means that 
it must develop its exports in order to earn enough foreign exchange to pay for 
the imports. It has won 4 reputation in the international marxet in the past sev- 
eral years and is now occupying a position of some importance. But this is still 
incommensurate with a large country like China. It should hereafter consolidate 
its position and ceo..tanue to open up new markets. If we will take a comprehensive 
view of the series of economic policies adopted by Canina in the past 2 years, a 
especial feature, which can be distinctly noticed, is that it is trying to give 
play to its strong points while steering away from ite weaknesses, or, in other 
words, promoting whatever is beneficial and ~>* .ing rid of whatever is harmful. 
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The over-extended capital construction front has become a heavy drag on economic 
development; therefore 4 retreat is necessary on this front. HNWowever, foreign 
trade bslonge to the category which must be vigorously developed. 


In tact, China's foreign trade has developed quite fast in the several years. in 
1979, the total velume of exporte was about 40 percent over that of 1978, and that 
of 1980 again was more than 20 percent more than that of 1979. Even the export of 
industrial products from the frontier and remote provinces and regions have been 
increased, It may not be practical to predict the future rate of ite growth, but 
the general trend certainly is hat of sustained growth. 


At present, the majority of China's exported goods are of the low grade. The quan- 
tity is large, but the quality is poor. This situation cannot be permitted to 

last long. Aside from the adjustment of the major proportionate relationships dur- 
ing the present economic readjustment, technical transformations and management 
reforms are also carried out within every trade, plant and enterprise. Those plants 
consuming too much energy and raw materiale, making little profite and producing 
goods of inferior quality are subjected to the “closing, suspending, merging and 
converting” treatment in order that the enterprises producing fine-quality goods 
with technology of a high level can be fully develops. Every possible effort is 
being made to improve the quality of exported goods and their packaging besides 
increasing the varieties and designs, in order that these goods can be competitive 
in the international market. At the same time, with the growing enthusiasm in 
various localities an! departments in developing foreign trade, the export of in- 
dustrial products, machinery and products from the inland provinces will also 
gradually be increased. 


In the past several years, China has established more than 20 bases for the orod.c 
tion of exported goods, in addition to a large number of exported goods, in addi- 
tion to a large number of special plants and special workshops. During the perio: 
of readjustment, these bases will be able to increase the sources of materials fo 
the production of fine quality goods. 


Importing raw materials to be made into finished products for export is called 
“supporting export with import” in China. This method is useful in not only giv- 
ing full play to the role of equipment and manpower andproviding more job opport n- 
ities, but also speeding up the growth of our export trade by making up our own 
raw material shortage. This type —- business has now become an important component 
of our foreign trade, and should be further developed hereafter. 


A more centrelized management is probably another way of promoting China's foreign 
trade, provided enthusiasm in various quarters has been sroused. 


In the past several years, China has constantly devoted its efforts in restructur- 
ing the foreign trade system by putting an end to the over-rigid control and the 
lack 0: coordination between production and marketing. For example, the former way 
of work distribution in foreign trade has been changed and the localities or in- 
dustrial departments are now free to establish tneir own direct contacts. More 
channels have been created for trading e er the establishment of some new trading 
companies both at home and abroad. Then there is the integration of industry and 
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trade, and so forth, It is quite obvious that these reforms have given 4 strong 
impetue to the development of China's export. In reforming a system Which has been 
in existence for many years, some probleme are inevitable. As we know, many inland 
companies are competing with one another by selling their products at cutthroat 
prices. This is harm*ul to the country and annoying to the foreign friends, and 
may even offer a good opportunity for speculation and profiteering. The Chinese 
leadership can never take these probleme lightly. Aecwording to news from Bei jing, 
further steps will be taken in the course of restructuring to strengthen central~ 
ized management so that all foreign contacts will be conducted through a unified 
channel. 


Wili the etrengthening of centralized management mean a revival of the old practice? 
Many people now have misgivings about thie. Tt will never be case, a6 I under~ 
stand. Management is strengthened mainly for the purpose of dealing with the newly 
emerging problems, and there ie no indication that the restructuring means 4 back~ 

slide. China's entire national economy needs readjustment and ree 
there will be a gradual transition from a highly centralized system of 
tion to 4 system of management with economic methods mainiy by the 
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develop their strong pointe, to compete among themselves and et the same time 
united in | aking outeide contacts. This will raise work efficiency and help 
achieve good economic results. 


A data analveis has shown that while the 
rogress, many industrial and trading uni 
‘oreign trade departments and some local 
torm complexes and jointly participated in r 
in signing contracts for processing suppl] 

keting are now brought face to face. A toy company in Shanghai 






of a plant and the foreign trade 4epartment with 
Through their joint efforts in promoting foreign trade, the industry of processing 
and assembling is now harmoniously coordinated with trade. The Arte and Craft 

ial Arte end Crafts Export 


Company of Beijing has been integrated with the Spec 
Company, and there is now a unified arrangement for 
role of tnese integrations cannot be underestimated. The substance of the earlier 
reform in China's foreign trade was the delegation of power by the central govern- 
ment to the localities and industrial departments. 
the exclusive control by the foreign trade sector; but a more effective way 
ordinate production with marketing is the integration of enterprises to form 
system of both foreign trade and production and to promote foreign trade under a 
unified foreign trade policy. Thies is consistent with the general trend 
all-round reform of the economic system in China as we 

veloping foreign trade. 


It is true that in the course of reforming the foreign trade system, preserv ition 
of the morale of various ‘orcign trade unite in di 

same time »of the unity among all of them in making toreign contacts is 41 compli- 
cated and difficult task. Therefore, the need 
is af importent and urgent one. For examp 
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usel as bases to serve 46 foreign trade centers for the inland foreign trade unites 
and integrations can be formed of different units according to the types of prod- 
wets, #© that all these parties can be united as one in handling foreiqn transac~ 
tions. Again, export associations for various types of commodities can be formed 
to facilitate the exchange of information and experiences and to push sales, 60 
that all the membere of the association can be well coordinated in handling foreign 
transactions. Furthermore, the coastal porte can act 46 commission agents for the 
inland enterprises. Gimilar measures are said to be under consideratio, in Qhina 
at present. 


On Import Trade 


In the 2 years following the downfall of the “gang of four,” economic development 
in China wae in the nature of 4 rash advance, and many complete sete of equipment 
—* imported. These sete of equipment could not be fully utilised in time, and 

the large amounts of foreign exchange spent on them added to the state's financial 
difficulties. Such rash action should serve ae a good lesson for us. Hereafter, 
we must spend within the limite of our income and act according to our capabil.ty. 
Therefore, for some time to come, there will not be any importation of complete 
sete of equipment. However, the y ye of materiale required for stabilizing and 
developing our economy as well as che advanced technology and equipment should 
still continue. For example, any key equipment  eful in tapping the potentials 
and renovating and transforming the existing ent prises, the advanced technology 
that he'p raise the quality or products and increase their varieties; the new 
techniques that can help in energy conservation; and the technical equipment, and 
instruments that can help strengthen our economic weak links should still be im- 
ported along with the development of our export trade. 
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PINANCE AND BANE ING 


DANK OF CHINA OFFERS NEW SERVICES TO PROMOTE TRADE 
Hong Kong CHING=CHI TAO=PAO [BCONOMIC REPORTER) in Chinese Wo 6, 25 Feb 81 p 13 


[Article by Zheng Bhishang (6945 1807 4545]: “Consultation and Trust Departments 
Newly Opened by Bank of China”) 


(Text) The services offered by the Bank of China are becoming increasingly diver- 
sified sinee ite business has become more international in scope. The new services 
attracting people's attention are that of consultation and trust. 


finee ite beginning in 1980, the trust service offered by the Bank of China has 

now extended to ite Tianjin, Dalian, Beijing, Qinedao, Shanghai, Hankou, Changsha, 
Xiamen, Pushou, Chengdu, Nanchang, Guangzhou, Zhujiang, Kunming and Lanzhou bran- 
ches. In October 1980, the consultation department was opened in the main office. 


Since the inception of the trust service in the branch offices, their enthusiasm 
in serving the public has been much welcomed by the enterprises and unite. More 
than 20 Ministries and Commissions under the State Council and other unite have 
requested the main office of the bank to expand 

department. 
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The international consultation and trust services have had 

ning. The Consultation and Trust Department of the 

has signed an agreement of cooperation with the Toyo Trust Bank of Japan, while 
th 


the Tianjin branch has aleo signed agreements of mutual truest with seven foreign 
banks and two foreign leasing companies, and will soon sign similar agreements 
with five banks in Prance, the United States and Japan. The Dalian Branch has 


aleo siqned agreements with three foreign banke and will soon sign more with two 
other banks. 


Investigation on the financial and credit standing for overseas customers has been 
our regular business. Since the opening of trust ‘epartmentes ir var 
requests for such investigations have continued to increase. We had handled 
thousands of cases by the end of 1980, and even 

departments and enterprises concerned. The Tian 

requests. In addition to helping the foreign trade departments and 

concerned to promote their sales, it aleo endeavored to obtain better pr for 
their goods. With the help of the Nanyang Commercial Bank in Hong 
Hankou branch has served as a bridge for con*s~ .« between the Hong 
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and our enterprises in forming joint ventures, By introducing new customers, all 
branches have helped in promoting our export trade by inereasing the business of 
processing supplied materials and assembling supplied parte, compensatory trade, 
joint production, joint ventures and so forth, 


We have aleo given satisfactory services as quarantors and public notaries. In 
addition to the three types of trade quarantees and the quarantee for the fulfili- 
ment of contract obligations, there are aleo quarantees for inviting tenders, 
quarantees of payments, leasing, importe, credit and so forth. Incomplete statie~ 
tics compiled by the business department of our main office and our branches in 13 
provinces and municipalities shows that by November 1980, we had handled 291 cases 
of quarantees and 16 cases of notariszation, involving a total transaction of 1.1 
billion dollars, for which we charged a total of 3.33 million yuan as handling fees. 


The Tianjin and Chengdu branches have served as leasing and tourist agente on a 
trial basis. The Hankou branch has issued vouchers on behalf of some newly es- 
tablished import and export enterprises for the settlement of accounts. The 
Shanghai and Hefei branches aleo helped the enterprises and wiite at home in bus- 
inese transactions with the foreign currencies retained by these enterprises and 
unite. The development of trust service has played a useful coordinating and 
supplementary role in expanding exports, developing foreign trade and promoting 
international economic cooperation. 


At present, readjustment is the central task in the development of national econ- 
omy. In this new situation, the bankers generally believe that there is a wide 
scope for the treut service to expand. They have also pointed out that readjust- 
ment as the central task of the national economy ie a positive instead of a nega- 
tive policy. There should be a retreat on the capital construction front, but 
agriculture, light and textile industries, energy resources, communications and 
transportation, culture and education, public health, and measures concerning 
people's living conditions should be further developed. Foreign trade, likewise, 
should continue ite steady advance, along with the ‘ob of tapping potentials, ren- 
ovation and transformation for 400,000 industrial and transport enterprises 
throughout the country. All these developments and advances will serve as the 
foundation and leading factcr in the development of the trust business. We should 
make full use of the portion of manpower and equipment displaced by the “closing, 
suspending, merging and converting” of enterprises for the development of process- 
ng supplied materials, assembling supplied parts, joint production, compensatory 
trade, leasing and so forth, and it will be necessary for the bank to broaden the 
scope of ite trust service to meet increased demands. To help expand export trade 
at the sources of goods, it is aleo necessary for the bank's trust department to 
act in the capacity of purchasing and sales agents. In short, during the read- 
justment of the national economy, the bank should play ite role as economic levers 
in regulating production and circulation, and the active development of trust 
service will provide an important channel for these activities. 


The main task and scope for the trust service of the Bank of China are: 


(1) To act as purchasing and sales agents on behalf of enterprises at home and 
abroad in import and export. At the same time, the trust departments in the 
branch offices in various provinces and municipalities should carry out import and 
export business to a certain extent, provided their conditions are favorable. 

















(2) Intwedueing and handling business of international leasing, and the movable 
property and real estates of enterprises and establishments at home. 


(}) Introducing and helping the businesses of processing materials wholly or 
partly supplied by customers, assembling supplied parte, compensatory trade, joint 
production and eo forth, besides introducing customers for the import and export 
trades. 


(4) Handling trust quarantee, issuing bank quarantees for bona fide customers at 
home and abroad, notarizing documents, certificates of acknowledgement and other 
documente in addition to other jobs as guarantors and public notaries. 


(5) Raising funde and depositing trust funds; extending loans and making invest- 
ments on behalf of others; handling deposits for Hong Kong and Macao compatriots 
and theic enterprises and establishments; for overseas Chinese and their enter- 
prises and establishments; for foreign banks, enterprises and establishments; and 
for the unite and individuals in possession of foreign currencies at home; using 
their foreign currency deposits for cash securities, investments or loans; and so 
forth. 


(6) Introducing prospective parties for the organization of joint ventures using 
Chinese and foreign investment, according to the Law on Joint Ventures using 
Chinese and Foreign Investment. 


(7) Conducting investigations on financial and credit standings for customers, 
enguiry about commodity prices and business conditions; and consultations on the 
ase of foreign funds and information on the international financial situation. 


(8) Serving as agents in tourism; producing vouchers on behalf of customers for 
the settlement of accounts, and other trust businesses. 


It is noteworthy at in recent years, both the quantity and quality of businesses 
for the Bank of China have continued to rise, and, in view of the competition with 
other banks in the financial world, an even faster development in future can be 
anticipated. For this reason, the Bank of China's personnel are full of confidence 
in the success of their consultation and trust businesses. The strong points 
counted on by the bank for its continued success are as follows: 


1. The state has authorized the Bank of China to take overall charge of foreign 
currencies including their disposition. 


2. It has already gained high prestige in the financial world and all banks of 
good standing are willing to cooperate with the Bark of China. 


3. The bank now has branches in many cities including Hong Kong, London, New York, 
singapore and Luxemburg. In Hong Fong, it has more than 10 fraternal banks includ- 
ing the Communications Bank, the Xinhua Bank and te Nanyang Commercial Bank which 
can help the Bank of China .n business development. 


4. The bank has many agencies in various countries and regions of the world. By 
December 1980, there were more than 960 ban’ .th more than 2,660 branches in 144 
countries and regions serving as agencies for the Bank of China. Consultation and 
trust businesses can be conducted through all these agencies. 
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